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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a 
listing  of  all  recommendations  together  with  a  notation  as  to  whether 
the  agency  concurs  or  does  not  concur  with  each  recommendation.   This 
listing  serves  as  a  means  of  summarizing  the  recommendations  contained 
in  the  report  and  the  audited  agency's  reply  thereto  and  also  as  a  ready 
reference  to  the  supporting  comments.   The  full  replies  of  the  Depart- 
ment of  Fish  and  Game  and  the  Department  of  Administration  are  included 
in  the  back  of  this  report. 

Page 

Record  all  financial  activity  and  balances  on  SBAS.  4 

Agency  Reply;   Concur.   See  page  98. 

Centralize  the  accounts  receivable  function  and  record 

all  receivables  in  the  accounting  records.  5 

Agency  Reply:   Concur.   See  page  98. 

Separate  the  mail  opening,  cashiering,  and  document 

approval  functions  for  cash  receipts.  6 

Agency  Reply:  Concur.  See  page  98. 
Restrictively  endorse  all  checks  as  the  mail  is  opened.  6 

Agency  Reply:  Concur.  See  page  99. 
Safeguard  all  cash  receipts  in  the  custody  of  the  cashier.        6 

Agency  Reply:   Concur.   See  page  99. 

Separate  all  cash  items  from  license  applications  before 

those  applications  are  processed.  7 

Agency  Reply:   Concur.   See  page  99. 

Investigate  the  use  of  a  validator  to  count  and  record 

the  dollar  amount  accompanying  applications.  7 

Agency  Reply:   Concur.   See  page  99. 

Establish  a  centralized  mail  opening  function  to  separate 

cash  items  and  send  them  directly  to  the  cashier.  8 

Agency  Reply :   Concur.   See  page  99. 

Request  all  checks  be  made  payable  to  the  Montana  Department 

of  Fish  and  Game.  8 

Agency  Reply:   Concur.   See  page  100. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

Provide  an  audit  trail  of  all  collections  by  source  of 
funds  and  include  this  documentation  with  collection 
reports.  8 

Agency  Reply;   Concur.   See  page  100. 

Record  gross  license  revenues  and  the  associated  com- 
mission expense.  10 

Agency  Reply:   Concur.   See  page  100. 

Record  all  revenue  refunds  as  refunds  rather  than  revenue 

abatements.  10 

Agency  Reply:   Concur.   See  page  100. 

Record  CETA  employees'  salaries  as  income  instead  of 

expenditure  abatements.  10 

Agency  Reply:   Concur.   See  page  100. 

Require  regional  offices  to  remit  deposit  tickets  and 

remittance  advices  in  a  timely  manner.  10 

Agency  Reply:   Concur.   See  page  100. 

Accrue  revenue  in  accordance  with  generally  accepted 
accounting  principles  and  apply  those  principles 
consistently.  12 

Agency  Reply:   Do  not  concur.   See  page  101. 

Accrue  only  those  purchase  orders  which  meet  accrual  guide- 
lines. 13 

Agency  Reply:   Concur.   See  page  101. 

Establish  purchase  orders  after  June  1,  only  when  the  goods 

can  be  received  and  consumed  by  fiscal  year-end.  13 

Agency  Reply:   Concur,   See  page  101. 

Discontinue  the  policy  of  paying  moving  expenses  for  retired 

personnel  or  seek  statutory  authority  for  this  policy.         14 

Agency  Reply:   Concur.   See  page  102. 

Retain  outside  legal  counsel  only  to  obtain  specific 

expertise  not  available  within  the  department's  staff.         15 

Agency  Reply:   Concur.   See  page  102. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 


Develop  expertise  in  its  legal  staff  to  meet  recurring 

departmental  needs.  15 

Agnecy  Reply:   Concur.   See  page  102. 

Require  each  employee  to  submit  a  separate  travel  expense 

voucher.  '       16 

Agency  Reply:   Concur.   See  page  103. 

Establish  proper  field  review  procedures  for  all  travel 

claims.  16 

Agency  Reply:   Concur.   See  page  103. 

Establish  policies  and  procedures  to  ensure  all  field 
purchases  over  a  specified  dollar  amount  are  approved 
by  supervisors.  17 

Agency  Reply:   Concur.   See  page  103. 

Review  completed  purchase  order  books  to  ensure  that  all 

purchases  are  approved  by  supervisors.  17 

Agency  Reply:   Concur.   See  page  103. 

Review  all  project  reimbursable  costs  before  projects  are 
finalized  to  ensure  that  all  costs  allowable  for  reim- 
bursement have  been  submitted  to  the  U.S.  Fish  and 
Wildlife  Service.  18 

Agency  Reply:   Concur.   See  page  104. 

Obtain  indirect  cost  negotiation  agreements  for  all  federal 

grant  programs.  19 

Agency  Reply:   Partially  concur.   See  page  104. 

Allocate  indirect  costs  per  indirect  cost  negotiation 
agreements  on  all  projects  to  record  total  costs  assoc- 
iated with  each  project.  19 

Agency  Reply:   Partially  concur.   See  page  104. 

That  legislation  be  enacted  amending  Section  26-123,  R.C.M. 

1947,  to  allow  expenditures  from  all  department  funds.         19 

Agency  Reply;   Concur.   See  page  105. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 
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Deliver  pre-payrolls  and  payroll  status  forms  directly  to 
the  Central  Payroll  Division  of  the  State  Auditor's 
Office  after  the  forms  are  approved.  21 

Agency  Reply:   Concur.   See  page  105. 

Provide  for  distribution  of  payroll  warrants  by  someone 

other  than  the  payroll  supervisor.  21 

Agency  Reply:   Concur.   See  page  105. 

Work  with  the  State  Auditor  to  develop  payroll  system 
modifications  to  provide  division  administrators  and 
regional  supervisors  with  a  listing  of  the  payroll 
transactions  charged  to  their  divisions  or  regions.  21 

Agency  Reply:   Concur.   See  page  105. 

Provide  for  signing  of  payroll  status  forms  by  employees 

and  appropriate  administrators.  22 

Agency  Reply:   Partially  concur.   See  page  106. 
Time  records  be  completed  in  ink.  23 

Agency  Reply:   Concur.   See  page  106. 
Supervisors  properly  review  and  approve  all  time  records.        23 

Agency  Reply:   Concur.   See  page  106. 

The  payroll  supervisor  obtain  authorization  for  all  adjust- 
ments to  time  reports  and  document  the  authority  for  all 
adjustments.  23 

Agency  Reply:   Concur.   See  page  106. 

Require  employees  to  fill  out  request  for  leave  forms 

accurately  and  completely.  23 

Agency  Reply:   Concur.   See  page  107. 

Allow  employees  to  take  compensatory  time  off  only  when 

they  have  compensatory  time  balances.  23 

Agency  Reply:   Concur.   See  page  107. 

Establish  and  maintain  general  ledger  control  over  ware- 
house inventory.  26 

Agency  Reply:   Concur.   See  page  107. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

Reconcile  purchases  and  sales  per  WIS  with  SBAS.  26 

Agency  Reply:   Concur.   See  page  108, 

Produce  a  report  disclosing  all  adjustments  to  the  ware- 
house inventory.  26 

Agency  Reply:   Concur.   See  page  108. 

Require  management  approval  for  warehouse  adjustments.  26 

Agency  Reply:   Concur.   See  page  108. 

Segregate  the  duties  of  receiving  inventory  and  authorizing 

pajmients  for  purchases.  26 

Agency  Reply:   Concur.   See  page  108. 

Have  nonwarehouse  personnel  conduct  the  annual  inventory.        26 

Agency  Reply:   Do  not  concur.   See  page  108. 

Review  and  evaluate  the  effectiveness  and  need  for  the 

warehouse.  26 

Agency  Reply :   Concur.   See  page  108. 

Account  for  vehicles  in  a  revolving  fund.  31 

Agency  Reply :   Concur.   See  page  109. 

Adjust  depreciation  and  replacement  differential  charges 

to  allow  only  for  cost  recovery.  31 

Agency  Reply:   Concur.   See  page  109. 

Consider  accounting  for  all  vehicles  in  the  vehicle 

accounting  system.  31 

Agency  Reply:   Concur.   See  page  109. 

Review  vehicle  reports  for  mathematical  accuracy.  31 

Agency  Reply:   Concur.   See  page  109. 

Develop  a  system  to  ensure  that  vehicle  reports  are  sub- 
mitted on  a  timely  basis.  31 

Agency  Reply:   Concur.   See  page  109. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 


Recognize  Montana  Outdoors  revenue  using  the  accrual  basis 

of  accounting.  32 

Agency  Reply:   Concur.   See  page  110. 

Disclose  "unearned  revenue"  as  a  liability  in  the  financial 

statements.  32 

Agency  Reply:   Concur.   See  page  110. 

Implement  procedures  to  accurately  assess  billings  from 

the  subscription  service.  33 

Agency  Reply:   Concur.   See  page  110. 

Separate  the  duties  for  newsstand  sales  to  achieve  strong 

internal  control.  34 

Agency  Reply:  Concur.  See  page  111. 
Maintain  detailed  records  for  each  newsstand  dealer.  35 

Agency  Reply:  Concur.  See  page  111. 
Bill  newsstand  dealers  for  each  issue.  35 

Agency  Reply:   Partially  concur.   See  page  111. 

Only  allow  credit  for  unsold  issues  after  the  magazines 

are  returned.  35 

Agency  Reply:   Concur.   See  page  111. 

Require  that  all  payments  be  made  to  the  department 

cashier  and  deposited  directly  with  the  state  treasury.        35 

Agency  Reply:   Concur.   See  page  111. 

Reconcile  the  total  print  run  for  each  issue  to  magazine 

usage.  35 

Agency  Reply:   Partially  concur.   See  page  112. 

Require  proper  approval  for  promotion  and  other  free 

distributions.  35 

Agency  Reply :   Concur.   See  page  112. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Develop  a  complete  listing  of  all  land  owned,  including 
cost. 


Page 


36 


Agency  Reply:   Concur.   See  page  112. 

Develop  a  plan  to  fund  the  Game  Wardens'  Retirement  System 
on  a  sound  basis,  and  seek  legislation  to  adequately  fund 
the  system.  ^0 

Agency  Reply:   Concur.   See  page  112. 

Study  alternatives  to  the  current  retirement  system.  40 

Agency  Reply:   Concur.   See  page  113. 

Establish  written  procedures  for  the  internal  processing  of 
applications  and  other  procedures  performed  by  the 
department's  Special  Licensing  Section.  48 

Agency  Reply:   Concur.   See  page  113. 

Request  a  current  license  drawing  system  user's  manual 
from  the  Department  of  Administration,  Information 
Systems  Division.  48 

Agency  Reply:   Partially  concur.   See  page  113. 

Department  of  Administration  Reply:   Concur.   See  page  127. 

That  the  Department  of  Administration,  Information  Systems 
Division  maintain  adequate,  up-to-date  systems  and 
programming  documentation.  49 

Department  of  Administration  Reply:   Concur.   See  page  127. 

Establish  balancing  procedures  for  calculated  amounts, 

batches,  cash  received,  and  species  counts.  50 

Agency  Reply:   Concur.   See  page  114. 

Modify  the  license  and  drawing  system  to  eliminate  the 

capability  of  changing  original  batch  totals.  50 

Agency  Reply:   Concur.   See  page  114. 

Balance  license  application  batches  prior  to  the  drawings.       51 

Agency  Reply:   Concur.   See  page  114. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 
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Establish  adequate  procedures  for  accepting  and  processing 

party  applications.  52 

Agency  Reply:   Concur.   See  page  114. 

Modify  the  license  and  drawing  system  to  properly  validate 

party  records  and  district  choices.  52 

Agency  Reply:   Concur.   See  page  114. 

Accept  only  completed  applications  prior  to  or  on  the  dead- 
line date.  53 

Agency  Reply:   Partially  concur.   See  page  115. 

Include  hunter  safety  certificate  numbers  on  the  license 
and  drawing  file  and  perform  system  validation  checks 
based  on  birthdate.  54 

Agency  Reply:   Concur.   See  page  116. 

Discontinue  "dubbing"  in  birthdates.  54 

Agency  Reply:   Concur.   See  page  116. 

Modify  the  license  and  drawing  system  to  perform  a  validity 

check  on  application  birthdates  and  corrected  birthdates.      54 

Agency  Reply:   Concur.   See  page  116. 

Modify  the  license  drawing  system  to  reject  each  application 

submitted  without  a  conservation  license  number.  55 

Agency  Reply;   Concur.   See  page  116. 

Modify  the  special  licensing  system  to  allow  only  one 

application  per  species  into  the  drawings.  56 

Agency  Reply :   Concur.   See  page  117. 

Establish  an  adequate  filing  system  within  the  Special 
Licensing  Section  to  allow  for  error  research  and  an 
adequate  audit  trail.  57 

Agency  Reply:   Concur.   See  page  117. 

Establish  follow-up  procedures  for  requested  drawing  file 

changes  and  corrections.  57 

Agency  Reply:   Concur.   See  page  117. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 
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Modify  the  license  and  drawing  system  to  properly  reflect 

correction  processing.  57 

Agency  Reply:   Concur.   See  page  117. 

Utilize  status  indicators  to  reflect  the  reason  for  making 

each  refund.  59 

Agency  Reply:   Concur.   See  page  118. 

Comply  with  the  Fish  and  Game  Commission's  policy  on  "NSF" 

and  "no  account"  applications.  59 

Agency  Reply:   Concur.   See  page  118. 

Modify  the  on-line  system  to  provide  adequate  access  and  to 
display  all  necessary  information  to  properly  process 
applications.  60 

Agency  Reply:   Concur.   See  page  118. 

Establish  and  implement  adequate  control  procedures  to 
properly  identify  qualified  landowners  from  year  to 
year. 

Agency  Reply:   Concur.   See  page  118. 


61 


Give  landowner  preference  only  to  qualified  applicants  who 

have  applied  for  preference.  61 

Agency  Reply:   Concur.   See  page  119. 

Revise  the  license  application  to  provide  a  means  for  non- 
resident landowners  to  use  their  preference  privilege  or 
change  the  regulation  giving  preference.  61 

Agency  Reply:   Partially  concur.   See  page  119. 

Implement  balancing  procedures  for  years'  preference.  62 

Agency  Reply:   Concur.   See  page  119. 

Modify  the  license  drawing  system  to  properly  calculate 

years'  preference.  63 

Agency  Reply :   Concur.   See  page  119. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 
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Modify  the  license  drawing  system  to  blank  out  the  license 
returned  field  of  an  applicant's  record  when  he  is  success- 
ful. 65 

Agency  Reply;   Concur.   See  page  120. 

Modify  the  license  drawing  system  to  update  first  year 
applied  and  the  years'  preference  for  those  applicants 
who  return  their  unused  licenses.  65 

Agency  Reply:   Concur.   See  page  120. 

Comply  with  statutes  for  returned  license  eligibility, 
and  discontinue  accepting  affidavits  in  lieu  of 
returned  licenses.  65 

Agency  Reply:   Concur.   See  page  120. 

Modify  the  license  drawing  system  to  update  years' 
preference  in  accordance  with  the  Fish  and  Game 
Commission's  policies  and  regulations  relating  to 
application  for  unlimited  sheep  districts.  65 

Agency  Reply :   Concur.   See  page  120. 

That  legislation  be  enacted  amending  Section  26-202,  R.C.M. 
1947,  to  establish  like  age  requirements  for  residents 
and  nonresidents.  66 

Agency  Reply:   Concur.   See  page  121. 

Modify  the  drawing  system  to  produce  meaningful  statistical 

reports.  66 

Agency  Reply:   Concur.   See  page  121. 

Modify  the  license  and  drawing  system  to  properly  process 

and  maintain  adequate  audit  trails  on  multiple  drawings.       68 

Agency  Reply:   Concur.   See  page  121. 

Modify  the  license  and  drawing  system  to  accept  over-the- 
counter  license  sales  and  to  maintain  adequate  audit 
trails  relating  to  dual  applications.  68 

Agency  Reply:   Concur.   See  page  121. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 
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That  the  Department  of  Administration,  Computer  Services 
Division,  implement  adequate  controls  to  properly  safe- 
guard computer  output.  69 

Department  of  Administration  Reply;   Concur.   See  page  127. 

That  the  Department  of  Administration,  Computer  Services 
Division,  adhere  to  internal  control  procedures  to  assure 
that  lost  or  destroyed  data  files  will  be  properly  restored.    69 

Department  of  Administration  Reply:   Concur.   See  page  128. 


Modify  the  drawing  programs  to  allow  each  applicant  an 

equal  chance  of  selection.  71 

Agency  Reply:   Concur.   See  page  122. 

Work  with  the  Department  of  Administration  to  establish 
procedures  to  ensure  that  drawings  are  conducted  in 
accordance  with  regulations.  72 

Agency  Reply:   Concur.   See  page  122. 

Department  of  Administration  Reply:   Concur.   See  page  128. 

Submit  written  requests  for  work  to  be  performed  by  the 

Information  Systems  Division,  Department  of  Administration.     73 

Agency  Reply:   Concur.   See  page  123. 

Maintain  a  file  of  correspondence  between  department 
personnel  and  Department  of  Administration  personnel 
concerning  the  drawing  system.  73 

Agency  Reply:   Concur.   See  page  123. 

Prepare  written  guidelines  for  reviewing  the  results  of 

game  drawings.  75 

Agency  Reply:   Concur.   See  page  123. 

Establish  procedures  to  properly  review  application  drafts, 
hunting  maps,  and  the  Fish  and  Game  Commission's  minutes 
to  ensure  that  departmental  action  follows  the  commis- 
sion's intent.  75 

Agency  Reply:   Concur.   See  page  123. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 


Establish  procedures  to  properly  inform  the  public  of  special 

permit  changes.  75 

Agency  Reply:   Concur.   See  page  124. 

Establish  system  edits  to  prevent  the  issuance  of  licenses 

on  which  no  name  is  printed.  76 

Agency  Reply:   Concur.   See  page  124. 

Modify  the  license  and  drawing  system  to  allow  acceptance 
of  records  with  correct  vital  information  and  flag  any 
incorrect  nonvital  information  for  department  follow-up 
and  correction.  77 

Agency  Reply:   Concur.   See  page  124. 

Comply  with  established  regulations  on  special  season 
drawings  or  change  the  regulations  to  comply  with  their 
policy.  78 

Agency  Reply:   Concur.   See  page  124. 

Establish  and  document  procedures  for  combining  duplicate 

records.  79 

Agency  Reply:   Concur.   See  page  125. 

Establish  and  implement  procedures  relating  to  refunds  to 

ensure  compliance  with  regulations.  80 

Agency  Reply:   Concur.   See  page  125. 

Expand  the  license  and  drawing  system  to  capture  elk  tag 
information  and  issue  refunds  through  the  system  for 
unsuccessful  elk  permit  applicants.  80 

Agency  Reply:   Concur.   See  page  125. 

Establish  additional  coding  to  identify  the  reason  for 

each  refund.  81 

Agency  Reply:   Concur.   See  page  125. 

Establish  controls  to  prevent  issuing  more  than  one  refund 

for  the  same  species.  82 

Agency  Reply:   Concur.   See  page  126. 
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Update  the  license  and  drawing  file  to  properly  reflect 

all  refunds.  82 

Agency  Reply:   Concur.   See  page  126. 

Consider  alternatives  to  the  present  system  of  collecting 

species'  permit  money  and  then  refunding  it.  82 

Agency  Reply:   Concur.   See  page  126. 
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The  Legislative  Audit  Committee 
of  The  Montana  State  Legislature: 

We  have  examined  the  balance  sheets  of  the  Montana  Department  of 
Fish  and  Game  as  of  June  30,  1977  and  the  related  statements  of  opera- 
tions listed  as  pages  84-93  in  the  table  of  contents  of  this  report  for 
the  year  then  ended.   Except  as  explained  in  the  following  two  paragraphs, 
our  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards  and  accordingly  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances . 

The  Department  of  Fish  and  Game  did  not  furnish  certain  management 
representations  as  required  by  generally  accepted  auditing  standards. 

As  described  on  page  35  of  the  accompanying  report,  the  condition 
of  the  department's  accounting  records  relating  to  fixed  assets  and 
equipment  was  such  that  we  were  unable  to  perform  certain  auditing  tests 
and  procedures  which  we  deemed  necessary  to  comply  with  generally 
accepted  auditing  standards.   Subsidiary  records  for  land,  buildings  and 
equipment  are  not  adequately  maintained.   Accordingly,  a  statement  of 
general  fixed  assets  required  by  generally  accepted  accounting  principles 
is  not  included  in  the  financial  statements. 


The  department  did  not  present  accounts  receivable  amounting  to 
$28,530  in  the  earmarked  revenue  fund  and  $77,588  in  the  federal  and 
private  revenue  fund  as  assets  in  its  balance  sheets  at  June  30,  1977. 

Liabilities  of  $123,610  representing  subscription  commitments  for 
the  department's  Montana  Outdoors  magazine  were  not  included  as  liabil- 
ities in  the  balance  sheet  for  the  earmarked  revenue  fund. 

Accrued  support  expenditures  are  overstated  in  the  general  fund  and 
the  earmarked  revenue  fund  balance  sheets  by  $11,139  and  $33,7  36, 
respectively.   These  errors  occurred  because  the  department  accrued 
expenditures  for  items  which  were  not  valid  obligations  at  June  30,  1977. 

As  discussed  on  page  11  of  the  accompanying  report,  the  Department 
of  Fish  and  Game  improperly  accrued  revenue  for  fiscal  year  1976-7  7. 
Because  the  department  did  not  consistently  apply  accrual  procedures  at 
June  30,  1976,  revenues  in  the  federal  and  private  revenue  fund  and 
federal  and  private  grant  clearance  revenue  fund  statements  of  estimated 
revenue  compared  to  actual  revenue  and  appropriations  compared  to  actual 
expenditures  are  overstated  by  $1,329,757  and  $414,501  respectively  for 
fiscal  year  1976-77. 

As  discussed  on  page  3  of  the  accompanying  report,  the  department's 
reported  expenditures  for  fiscal  year  1976-77  include  prior  year  capital 
outlay  expenditures  and  prior  year  expenditure  adjustments.   These 
errors  overstate  earmarked  revenue  fund  expenditures  by  $1,401,572  and 
federal  and  private  revenue  fund  expenditures  by  $2,227,745  in  the 
statements  of  estimated  revenue  compared  to  actual  revenues  and  appro- 
priations compared  to  actual  expenditures  for  these  funds. 

In  addition,  the  capital  outlay  appropriations  presented  in  the 
statements  of  estimated  revenue  compared  to  actual  revenue  and  appro- 


priations  compared  to  actual  expenditures  for  the  earmarked  revenue  fund 
and  federal  and  private  revenue  fund  are  overstated  by  $1,281,733  and 
$1,864,011,  respectively,  because  these  appropriation  amounts  were 
expended  in  prior  years. 

Revenue  and  expenditures  are  understated  in  the  earmarked  revenue 
fund  statement  of  estimated  revenue  compared  to  actual  revenue  and 
appropriations  compared  to  actual  expenditures  by  $149,251  because  the 
department  records  license  sales  revenue  net  of  the  associated  sales 
commissions  paid  to  license  agents. 

Expenditures  are  overstated  in  the  federal  and  private  revenue  fund 
statement  of  estimated  revenue  compared  to  actual  revenue  and  appropriations 
compared  to  actual  expenditures  by  $1,000,000  because  the  department 
recorded  fiscal  year  1975-76  expenditures  in  fiscal  year  1976-77. 

The  department's  statements  of  changes  in  fund  balances,  pages  91- 
93,  present  different  June  30,  1977  fund  balances  than  the  balance 
sheets  for  the  general  fund,  earmarked  revenue  fund  and  the  federal  and 
private  revenue  fund.   The  department  failed  to  reflect  its  adjustments 
to  the  financial  statements  in  the  statements  of  changes  in  fund  balances. 

In  our  opinion  except  for  the  matters  discussed  in  paragraphs  four, 
five  and  six  and  except  for  the  effects  of  such  adjustments  as  might 
have  been  determined  to  be  necessary  had  the  department  furnished  us  the 
management  representations  as  discussed  in  paragraph  two  above,  the 
balance  sheets  for  the  general  fund,  earmarked  revenue  fund,  federal  and 
private  revenue  fund,  federal  and  private  grant  clearance  fund,  the  bond 
proceeds  and  insurance  clearance  fund,  and  the  trust  and  legacy  fund; 
the  statements  of  estimated  revenue  compared  to  actual  revenues  and 
appropriations  compared  to  actual  expenditures;  and  the  statements  of 


changes  in  fund  balance  for  the  general  fund,  bond  proceeds  and  insur- 
ance clearance  fund  and  the  trust  and  legacy  fund  present  fairly  the 
financial  position  of  the  Department  of  Fish  and  Game  as  of  June  30, 
1977  and  the  results  of  its  operations  and  changes  in  its  financial 
position  for  the  year  then  ended  in  conformity  with  generally  accepted 
accounting  principles  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 

In  our  opinion,  because  of  the  effects  of  the  matters  discussed  in 
paragraphs  7  through  12,  the  statements  of  estimated  revenue  compared  to 
actual  revenues  and  appropriations  compared  to  actual  expenditures  and 
the  statements  of  changes  in  fund  balances  do  not  present  fairly,  in 
conformity  with  generally  accepted  accounting  principles,  the  results  of 
the  Department  of  Fish  and  Game  operations  or  changes  in  its  fund  balances 
for  the  earmarked  revenue  fund,  federal  and  private  revenue  fund,  and  the 

federal  and  private  grant  clearance  fund  for  the  fiscal  year  ended 
June  30,  1977. 

The  accompanying  statement  of  expenditures  by  program  and  source  of 
funds,  page  94,  and  the  detailed  report  on  hunting,  fishing,  and  miscel- 
laneous license  sales  for  fiscal  year  ended  June  30,  1977,  page  95,  are 
not  necessary  for  a  fair  presentation  of  the  financial  statements  but 
are  presented  as  supplemental  information.   This  information  has  been 
subjected  to  the  tests  and  other  auditing  procedures  applied  in  our 
examination  of  the  financial  statements,  and  in  our  opinion,  except  as 
described  above,  is  fairly  stated  in  all  material  respects  in  relation 
to  the  financial  statements  taken  as  a  whole. 

Sincerely, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 

January  31,  1978  ^^... 


OBJECTIVE  OF  INTERNAL  CONTROL  REVIEW 

We  have  examined  the  financial  statements  of  the  Montana  Department 
of  Fish  and  Game  for  the  fiscal  year  ended  June  30,  1977  and  have  issued 
our  report  thereon  dated  January  31,  1978.   As  a  part  of  our  exami- 
nation, we  made  a  study  and  evaluation  of  the  department's  system  of 
internal  accounting  control  to  the  extent  we  considered  necessary  to 
evaluate  the  system  as  required  by  generally  accepted  auditing  standards. 
Under  these  standards  the  purposes  of  such  an  evaluation  are  to  estab- 
lish a  basis  for  reliance  on  the  system  of  internal  accounting  control 
in  determining  the  nature,  timing,  and  extent  of  other  auditing  pro- 
cedures that  are  necessary  for  expressing  an  opinion  on  the  financial 
statements  and  to  assist  the  auditor  in  planning  and  performing  his 
examination  of  financial  statements. 

The  objective  of  internal  accounting  control  is  to  provide  reason- 
able, but  not  absolute,  assurance  as  to  the  safeguarding  of  assets 
against  loss  from  unauthorized  use  or  disposition,  and  the  reliability 
of  financial  records  for  preparing  financial  statements  and  maintaining 
accountability  for  assets.   The  concept  of  reasonable  assurance  recog- 
nizes that  the  cost  of  a  system  of  internal  accounting  control  should 
not  exceed  the  benefits  derived  and  also  recognizes  that  the  evaluation 
of  these  factors  necessarily  requires  estimates  and  judgments  by  manage- 
ment. 

There  are  inherent  limitations  that  should  be  recognized  in  con- 
sidering the  potential  effectiveness  of  any  system  of  internal  account- 
ing control.   In  the  performance  of  most  control  procedures,  errors  can 


result  from  misunderstanding  of  instructions,  mistakes  of  judgment, 
carelessness,  or  other  personal  factors.   Control  procedures  whose 
effectiveness  depends  upon  segregation  of  duties  can  be  circumvented  by 
collusion.   Similarly,  control  procedures  can  be  circumvented  intention- 
ally by  management  with  respect  either  to  the  execution  and  recording  of 
transactions  or  with  respect  to  the  estimates  and  judgments  required  in 
the  preparation  of  financial  statements.   Further,  projection  of  any 
evaluation  of  internal  accounting  control  to  future  periods  is  subject 
to  the  risk  that  the  procedures  may  become  inadequate  because  of  changes 
in  conditions  and  that  the  degree  of  compliance  with  the  procedures  may 
deteriorate. 

Our  examination  of  the  financial  statements  made  in  accordance  with 
generally  accepted  auditing  standards,  including  the  study  and  evaluation 
of  the  department's  system  of  internal  accounting  control  for  the  fiscal 
year  ended  June  30,  1977,  that  was  made  for  the  purposes  set  forth  in 
the  first  paragraph  above,  would  not  necessarily  disclose  all  weaknesses 
in  the  system  because  it  was  based  on  selective  tests  of  accounting 
records  and  related  data.   However,  such  study  and  evaluation  disclosed 
conditions  that  we  believe  to  be  material  weaknesses  in  the  internal 
accounting  controls  established  by  the  department  and  the  department's 
compliance  with  these  controls.   We  discuss  these  weaknesses  in  this 
report. 

The  conditions  discussed  in  this  report  were  considered  in  determining 
the  nature,  timing,  and  extent  of  audit  tests  to  be  applied  in  our 
examination  of  the  financial  statements,  and  this  report  of  such  con- 
ditions does  not  modify  our  report  dated  January  31,  1978,  on  such 
financial  statements. 


COMMENTS 
GENERAL 

The  goal  of  the  Montana  Department  of  Fish  and  Game,  as  stated  in 
the  1975-77  Executive  Budget,  is  to  benefit  the  people  of  Montana  and 
visitors  with  the  optimum  outdoor  recreational  opportunities;  emphasizing 
the  tangible  and  intangible  values  of  wildlife  and  the  natural  and 
cultural  resources  of  aesthetic,  scenic,  historic,  and  archaeological 
significance,  in  a  manner: 

1.  Consistent  with  the  capabilities  and  requirements  of  the 
resources. 

2.  Recognizing  present  and  future  human  needs  and  desires. 

3.  Ensuring  maintenance  and  enhancement  of  the  quality  of  the 
environment. 

The  department  director  is  charged  with  operating  the  department. 
The  director  is  appointed  by  the  Governor  and  confirmed  by  the  Senate 
and  serves  a  term  concurrent  with  that  of  the  Governor. 

The  Montana  Fish  and  Game  Commission  sets  department  policies  and 
approves  fish  and  game  seasons.   The  commission  consists  of  five  members 
appointed  by  the  Governor  with  concurrence  of  the  Senate.   The  appoint- 
ments are  made  from  five  geographic  districts  established  by  law.   Three 
of  the  commissioners  are  appointed  to  serve  for  terms  concurrent  with 
the  gubernatorial  term  and  until  their  successors  are  appointed  and 
qualified.   The  remaining  members  are  appointed  to  serve  terms  ending  on 
January  1  of  the  third  year  of  the  succeeding  gubernatorial  term. 

The  department  consists  of  six  divisions:  Centralized  Services, 
Enforcement,  Wildlife,  Fisheries,  Parks,  and  Ecological  Services.  To 
make  the  department's  administration  and  operations  more  readily  accessible 
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to  the  public,  the  state  is  divided  into  seven  regions  with  headquarters 
in  Kalispell,  Missoula,  Bozeman,  Great  Falls,  Billings,  Glasgow,  and 
Miles  City.   Each  region  is  directed  by  a  regional  supervisor  who 
supervises  division  managers  within  the  region  and  programs  approved  by 
the  director.   The  department  employs  approximately  400  full  time  and 
200  seasonal  or  part  time  employees. 

The  department  operates  under  a  budget  funded  by  several  sources. 
Source  of  Revenues  and  Income  for  fiscal  year  1976-77: 

General  Fund  Appropriation  $   487,917 

Reimbursements  1,715 

Earmarked  Revenue  Funds 

Licenses  and  Permits  7,178,803 

Taxes  678,242 

Fees  146,809 

Fines  106,042 

Reimbursements  21,338 

Sales  141,577 

Leases  and  Rentals  82,287 

Miscellaneous  2,629 

Grants  and  Donations  17,737 

Prior  Year  Adjustments  9,389 

Federal  and  Private  Revenue  Funds 

Licenses  and  Permits  35 

Reimbursements  6,161 

Sales  27,875 

Leases  and  Rentals  1,720 

Grants  and  Donations  60,743 

Transfers  8,000 
Federal  Assistance                        5,083,389 

Prior  Year  Adjustments  42,048 

Federal  and  Private  Grant  Clearance  Fund 

Federal  Assistance  2,104,933 

Trust  and  Legacy  Fund 

Taxes  448,826 

Interest  30,756 

Total  Revenue  $16,688,971 


The  overall  financial  operation  of  the  department  is  good.   The 
department  uses  the  Statewide  Budgeting  and  Accounting  System  effectively 
as  its  primary  accounting  system.   During  our  audit  we  noted  weaknesses 
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and  deficiencies  in  the  accounting  system  which  we  discuss  in  the 
following  pages  of  this  report.   The  department  took  corrective  action 
on  many  of  these  report  issues  as  we  brought  them  to  the  attention  of 
department  personnel  during  the  audit. 
FINANCIAL  STATEMENTS 

The  department  adjusted  its  Statewide  Budgeting  and  Accounting 
System  (SBAS)  account  balances  at  fiscal  year-end  1977  to  prepare  its 
financial  statements  for  the  year  ended  June  30,  1977.   These  adjust- 
ments result  in  different  financial  activity  and  balances  being  pre- 
sented in  the  department's  financial  statements  than  that  reported  in 
the  statewide  financial  statements  issued  by  the  Department  of  Admin- 
istration.  This  is  confusing  to  financial  statement  readers,  and 
differences  should  be  resolved  in  the  future. 

The  department's  financial  statements  show  a  $3,093,000  long  term 
liability  for  the  Game  Wardens'  Retirement  System  that  is  not  reflected 
on  SBAS.   This  liability  should  be  recorded  on  SBAS.   The  department's 
financial  statements  show  cash  in  the  state  treasury  at  a  balance  which 
includes  unprocessed  license  sale  receipts  held  by  the  department  at 
June  30,  1977  and  not  recorded  in  the  state's  accounting  records.   The 
department  has  implemented  procedures  to  minimize  cash  on  hand  at  fiscal 
year-end  and  is  working  with  the  Department  of  Administration  to  develop 
a  method  of  recording  cash  which  cannot  be  deposited  with  the  State 
Treasurer  by  June  30. 

The  department  accrued  revenue  in  the  amounts  of  their  deferred 
accounts  receivable  for  fiscal  year  1976-77,  causing  differences  between 
the  department's  financial  statements  and  SBAS.   The  Department  of  Fish 
and  Game  should  work  with  the  Department  of  Administration  to 
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automatically  record  the  receivables  subject  to  accrual  on  SBAS. 

The  department's  financial  statements  present  the  warehouse  in- 
ventory as  an  asset.   This  inventory  asset  should  be  recorded  on  SBAS. 

The  department's  financial  statements  show  expenditure  totals  that 
combined  current  and  prior  year  capital  expenditures.   Including  prior 
year  capital  outlay  and  prior  year  adjustments  in  the  financial  state- 
ments for  fiscal  year  1976-77  was  a  Department  of  Fish  and  Game  error. 

RECOMMENDATION 

We  recommend  that  the  depcoctment  record  all  financial  activity  and 
balances  on  SBAS. 
UNRECORDED  ACCOUNTS  RECEIVABLE 

The  department's  Centralized  Services  Division  maintains  records  of 
accounts  receivable  due  the  department.   However,  these  records  do  not 
disclose  all  of  the  department's  receivables.   This  resulted  in  fiscal 
year-end  1976-77  misstatements  of  receivables. 

We  found  $28,531  of  unrecorded  receivables  from  Montana  Outdoors 
and  license  agents  that  should  have  been  recorded  as  earmarked  revenue 
fund  assets.   We  also  found  that  $77,588  of  federal  and  private  revenue 
fund  receivables  from  federal  reimbursement  contracts  were  not  properly 
recorded. 

Many  receivables  from  leases  of  the  department's  property  to 
private  individuals  are  not  recorded,  and  no  one  in  the  department  knows 
how  much  income  should  be  collected  from  these  leases  or  when  the 
payments  are  due  and  payable.   Lease  payments  are  collected  by  the 
department's  land  agent,  by  Wildlife  Division  employees,  by  the  regional 
supervisors,  and  by  accounting  section  personnel.   Although  accounting 
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section  personnel  record  lease  revenue  they  receive,  they  have  no  way  to 
determine  if  all  lease  payments  are  received  when  due. 

The  department  should  centralize  the  receivable  and  billing  func- 
tions in  the  accounting  department  and  establish  procedures  to  ensure 
that  all  receivables  are  recorded  and  collected  on  a  timely  basis. 

RECOMMEmATION 

We  reoommend  that  the  department  aentralize  the  accounts  receivable 
function  and  record  all  receivables  in  the  accounting  records. 
REVENUE 

The  department  reported  revenues  and  income  of  nearly  $16,690,000 
during  fiscal  year  1976-77,  including  approximately  $7,200,000  in  sales 
income  from  licenses  and  permits  and  $7,200,000  in  federal  and  private 
grants  and  contracts.   Approximately  $2,000,000  of  the  federal  grants 
and  contracts  passed  through  the  department  to  local  governments  for 
recreation  projects.   Several  problems  in  the  management  and  accounting 
for  the  department's  revenues  are  discussed  below.   Some  of  these  same 
problems  were  discussed  in  the  audit  report  for  the  fiscal  year  ended 
June  30,  1976.   The  department  has  not  yet  implemented  many  of  the 
previous  recommendations,  and  we  believe  that  the  magnitude  of  the 
problems  warrant  repeating  the  recommendations  in  this  report. 
Internal  Control  and  Security 

There  are  several  areas  of  weak  internal  control  which  jeopardize 
the  security  of  the  department's  cash  receipts. 

The  cashier  opens  mail,  prepares  and  approves  collection  reports, 

and  prepares  and  delivers  treasury  deposits.   These  functions  are  not 
compatible  in  a  system  with  strong  internal  controls.   The  department 
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can  improve  its  control  over  cash  receipts  by  separating  these  functions 
among  employees. 

The  department  receives  large  volumes  of  revenue  near  its  fiscal 
year-end  in  connection  with  its  special  license  drawings.   This  revenue 
is  in  the  form  of  checks  and  currency.   Because  of  the  volume,  the 
department  cannot  process  the  receipts  on  a  timely  basis.   The  money  is 
stored  in  a  locked  room  and  a  filing  cabinet  during  the  license  pro- 
cessing period.   The  keys  to  both  the  room  and  the  cabinet  are  kept  in 
unlocked  desks  near  the  cash.   It  would  be  possible  for  someone  to 
abscond  with  large  amounts  of  checks  and  cash.   Compounding  this  weak- 
ness is  the  fact  that  the  checks  are  not  restrictively  endorsed  when 
received  as  required  by  Montana  Operations  Manual,  Section  2-1210.21. 
The  time  lag  for  processing  is  often  2  or  3  days. 

Because  of  the  large  amount  of  cash  involved  and  the  time  period 
during  which  it  is  processed,  it  is  imperative  that  cash  controls  be 
strengthened  immediately. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Separate  the  mail  opening,   cashiering,   and  document 
approval  functions  for  cash  receipts. 

2.  Restrictively  endorse  all  checks  as  the  mail  is  opened. 

3.  Safeguard  all  cash  receipts  in  the  custody  of  the  cashier. 
License  Receipts 

Controls  in  the  Special  Licensing  Section  are  inadequate  to  properly 
process  license  application  receipts.   Cash  remains  attached  to  applica- 
tions until  the  application  is  processed  by  the  Special  Licensing 
Section.   Application  receipts  include  currency,  personal  checks,  and 
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money  orders.   Because  the  department  does  not  restrictively  endorse 
checks,  both  currency  items  and  checks  are  subject  to  loss. 

During  the  end  of  June  and  first  of  July,  unprocessed  applications 
and  cash  build  up  resulted  in  an  undetermined  amount  of  unrecorded  cash 
being  held  by  the  department.   Leaving  cash  attached  to  the  applications 
delays  deposits  and  increases  the  risk  of  loss.   The  Special  Licensing 
Section  should  separate  the  cash  from  applications  before  those  appli- 
cations are  processed.   A  validator  could  be  used  to  count  and  record 
the  dollar  amount  received  with  each  application.   This  method  could  be 
used  to  establish  batch  control  totals  to  ensure  that  all  applications 
are  processed.   Collections  and  deposits  should  be  recorded  on  a  daily 
basis  in  accordance  with  Montana  Operations  Manual,  Section  2-1220. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Separate  alt  cash  items  from  license  applications  before 
those  applications  are  processed. 

2.  Investigate  the  use  of  a  validator  to  count  and  record 
the  dollar  amount  accompanying  applications. 

Cash  Processing 

The  department  receives  large  volumes  of  mail.   Much  of  the  mail 
contains  checks,  cash,  and  other  forms  of  remittances.   Currently  the 
mail  clerk  sorts  and  distributes  all  mail  to  the  department  division  to 
which  it  is  addressed.   Each  division  then  opens  and  processes  its  own 
mail.   Because  of  this,  there  is  an  extensive  subdivision  of  cash 
handling,  and  there  are  delays  in  cash  deposits. 

Generally,  internal  controls  over  cash  are  strongest  when  the 
fewest  people  possible  have  actual  contact  with  the  cash.   The  department 
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should  centralize  the  mail  opening  function.   When  the  mail  is  opened, 
monetary  items  should  be  removed  and  taken  directly  to  the  cashier.   A 
notice  of  remittance  could  then  be  inserted  in  place  of  the  cash  and  the 
mail  could  be  routed  in  the  normal  manner.   Operating  in  this  manner 
would  significantly  improve  the  control  over  receipts. 

During  our  review  we  found  evidence  of  checks  being  made  out  to 
department  personnel.   In  order  to  establish  control  over  receipts,  all 
checks  should  be  made  out  to  the  department.   Accomplishment  of  this 
objective  would  be  furthered  if  the  department  requested  on  its  bills 
that  checks  be  made  payable  to  the  Department  of  Fish  and  Game  only. 

We  found  recorded  lease  and  federal  receipts  which  could  not  be 
traced  to  a  source.   If  the  source  of  revenue  cannot  be  determined,  then 
it  is  not  possible  to  determine  if  the  correct  amount  was  collected  or 
if  correct  procedures  were  used  in  its  collection.   Documentation  of  the 
source  can  be  accomplished  by  copies  of  checks  or  written  explanations. 
This  documentation  should  be  filed  with  collection  reports. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Establish  a  centralized  mail  opening  function  to  separate 
cash  items  and  send  them  directly  to  the  cashier. 

2.  Request  all  checks  be  made  payable  to  the  Montana  Depart- 
ment of  Fish  and  Game. 

2.        Provide  an  audit  trail  of  all  collections  by  source  of 
funds  and  include  this  documentation  with  collection 
reports. 


Accounting 

The  department  does  not  record  certain  types  of  transactions  in  the 
proper  manner,  resulting  in  understatements  of  both  revenue  and  expen- 
ditures. 

The  majority  of  Montana  hunting  and  fishing  licenses  are  sold 
through  privately  owned  outlets.   License  agents  submit  license  sales 
moneys  minus  commissions  to  the  department  on  a  monthly  basis.   The 
agents  receive  a  15  cent  commission  for  each  license  they  sell.   The 
accounting  for  these  receipts  is  not  correct  because  the  department 
records  only  the  net  receipt  as  revenue.   The  15  cent  commission  is  not 
declared  as  revenue  or  expense. 

We  determined  commissions  to  be  approximately  $149,250  for  fiscal 
year  1976-77.   Gross  sales  should  be  recorded  as  revenue,  and  commission 
expense  should  be  recorded  at  the  time  the  license  sale  proceeds  are 
received. 

The  department,  for  various  reasons,  makes  numerous  refunds.   The 
accounting  for  these  transactions  is  not  handled  in  a  consistent  manner. 
The  proper  method  to  record  these  transactions  is  to  debit  revenue 
refunds  and  credit  cash.   We  found  that  in  several  cases  the  department 
abated  revenue  by  debiting  revenue  and  crediting  cash.   The  department 
should  consistently  use  the  revenue  refund  account  to  record  refunds, 
thereby  facilitating  the  reporting  of  total  revenues  processed  and 
refunded . 

The  department  hires  certain  personnel  through  the  CETA  program. 
Under  this  program  the  federal  government  absorbs  a  portion  of  the 
employees  wages.   Periodically  the  department  bills  the  State  Department 
of  Labor  and  Industry,  Employment  Security  Division,  for  the  wages. 


When  the  reimbursement  is  received,  it  is  recorded  as  an  expenditure 
abatement.   The  effect  of  this  transaction  is  to  increase  cash  and 
decrease  expenditures.   The  reimbursement  should  be  recorded  as  income 
when  received.   By  recording  the  reimbursements  as  abatements,  the 
department's  records  do  not  disclose  the  true  amount  of  expenditures  for 
operation  of  the  department's  programs.   We  determined  the  amount  of 
CETA  income  recorded  as  expenditure  abatements  to  be  $24,169  during 
fiscal  year  1976-77. 

State  law  requires  the  department  to  use  bank  depositories  approved 
by  the  State  Treasurer.   When  regional  offices  make  deposits,  they  send 
deposit  tickets  and  remittance  advices  to  the  central  office  so  that  the 
deposits  can  be  recorded  in  the  department's  accounting  records.   We 
found  delays  in  sending  these  deposit  tickets  to  the  central  office. 
These  delays  caused  $36,497  of  revenue  earned  and  received  in  May  and 
June  of  1977  to  be  recorded  in  fiscal  year  1977-78.   Evidence  of  bank 
deposits  should  be  submitted  to  the  department's  central  office  on  a 
timely  basis. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Record  gross   license  revenues  and  the  associated  com- 
mission expense, 

2.  Record  all  revenue  refunds  as  refunds  rather  than  revenue 
abatements . 

3.  Record  CETA  employees'  salaries  as  income  instead  of 
expenditure  abatements. 

4.  Require  regional  offices  to  remit  deposit  tickets  and 
remittance  advices  in  a  timely  manner. 
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Accrual  of  Revenue 

The  department  adjusted  its  fiscal-year  end  1976-77  financial 

statements  to  reflect  all  deferred  accounts  receivable  as  revenue  during 
the  year.   The  audit  guide.  Audits  of  State  and  Local  Governmental 
Units,  issued  by  the  American  Institute  of  Certified  Public  Accountants, 
states  in  part,  that  if  expenditure  of  funds  is  the  prime  factor  for 
determining  eligibility  for  grant  funds,  revenue  should  be  recognized  at 
the  time  of  making  the  expenditure. 

Also,  Governmental  Accounting,  Auditing,  and  Financial  Reporting 
(GAAFR) ,  published  by  the  National  Committee  on  Governmental  Accounting, 
states  in  part,  that  the  modified  accrual  basis  of  accounting  is  that 
method  of  accounting  where  revenues  are  recorded  when  received  in  cash, 
except  for  material  or  available  revenues  which  should  be  accrued  to 
reflect  revenues  earned.   GAAFR  further  states  that  revenue  sources 
which  can  and  should  be  recorded  on  the  accrual  basis  include  grants 
from  other  governments. 

Montana  Operations  Manual,  Section  2-0240.40,  states  that  full 
accrual  accounting  will  be  permitted  if  the  need  justifies  the  appli- 
cation; however,  the  section  does  not  define  the  conditions  when  full 
accrual  accounting  will  be  used  by  state  agencies. 

We  discussed  this  matter  with  Department  of  Administration  officials 
who  stated  that  accrual  of  grant  revenue  is  being  actively  addressed  on 
the  national  level,  and  that  at  the  present  time  accrual  of  revenue  is 
optional  for  state  agencies. 

The  department  accrued  receivables  from  federal  agencies  for  the 
reimbursement  of  expenditures  which  were  subject  to  accrual  under 
generally  accepted  accounting  principles;  however,  the  department  also 
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accrued  receivables  from  license  agents,  magazine  subscribers,  and 
dishonored  checks  which  were  not  properly  subject  to  accrual.   This 
resulted  in  revenue  misstatements  in  the  department's  financial  state- 
ments. 

Revenue  is  also  misstated  because  beginning  of  the  year  accounts 
receivable  had  not  been  accrued  and  the  department  made  no  adjustments 
to  compensate  for  this. 

The  department's  financial  statements  overstate  fiscal  year  1976-77 
revenue  by  $1,329,757  in  the  Federal  and  Private  Revenue  Fund,  and 
$414,501  in  the  Federal  and  Private  Grant  Clearance  Fund  because  revenue 
accrual  procedures  were  neither  correctly  nor  consistently  applied. 

RECOMMENDATION 

We  recommend  that  the  department  aoorue  revenue  in  aocordance  with 
generally  accepted  accounting  principles  and  apply  those  principles 
consistently . 
EXPENDITURES 
Accruals 

A  claims  clerk  for  the  department  reviews  unfilled  purchase  orders 
at  year-end  and  establishes  accruals  for  certain  ones.   We  found  several 
purchase  orders  which  were  improperly  accrued.   Management  Memo  2-77-5 
states  that  supplies,  materials,  and  services  should  be  charged  against 
the  year  they  are  received.   Nearly  $49,000  of  unfilled  purchase  orders 
for  these  items  were  accrued  to  fiscal  year  1976-77.   This  causes 
accrued  expenditures  as  disclosed  on  the  financial  statements  to  be 
overstated  by  the  same  amount. 

We  found  that  a  purchase  order  was  established  on  June  16,  1977  for 
consumable  materials.   The  Montana  Operations  Manual,  Section  2-1420.34 
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states  that  "No  Purchase  Order  will  be  issued  against  a  current  year 
appropriation  after  June  1,  unless  delivery  of  the  subject  items  can 
definitely  be  made  and  the  goods  consumed  prior  to  June  30th  of  the 
subject  fiscal  year."   The  ordered  items  were  not  received  and  consumed 
by  year-end. 

RECOMMEWATIOE 

We  reoornmend  that  the  department: 

1.  Accrue  only  those  purchase  orders  which  meet  accrual 
guidelines . 

2.  Establish  purchase  orders  after  June  1,   only  when  the 
goods  can  be  received  and  consumed  by  fiscal  year-end. 

Moving  Expenses 

During  our  review  of  1976-77  records  we  found  two  instances  where 
retiring  employees  were  paid  moving  expenses.   In  36  Opinions  of  the 
Attorney  General,  Number  9,  the  Attorney  General  held  that  the  state  may 
not  pay  moving  expenses  of  retiring  employees  unless  such  expenses  were 
specifically  contracted  to  be  paid  at  the  time  the  employee  was  hired. 
The  department's  Personnel  Manual,  item  1-9-3,  states  "The  department 
will  pay  commercial  moving  expenses  of  retiring  employees  provided  the 
move  is  to  another  point  within  the  state  and  within  90  days  of  retire- 
ment."  The  weight  and  expense  allowance  must  comply  with  the  current 
department's  policy.   The  policy  applies  only  to  employees  with  a 
minimum  of  10  years'  service  with  the  department.   Widows  of  personnel 
who  have  died  while  in  the  employ  of  the  department  will  be  given  the 
same  moving  expense.   In  1971,  in  34  Opinions  of  the  Attorney  General, 
Number  29,  the  Attorney  General  held  that  public  employees  are  not 
entitled  to  severance  pay  upon  termination  of  employment.   The  rationale 
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of  this  opinion  was  based  upon  the  fact  that  a  public  agency  or  board 
has  the  power  to  do  only  that  which  is  expressly  authorized  by  law. 
Since  there  is  no  specific  authorization  for  the  payment  of  severance 
pay,  the  Attorney  General  ruled  that  it  was  not  permissible. 

Because  there  is  no  specific  authority  for  the  payment  of  moving 
expenses  for  retiring  employees  the  department  should  either  seek  such 
authority  or  rescind  the  policy.   Since  there  may  be  a  commitment  to  pay 
current  employees,  the  policy  change  may  be  applicable  only  to  future 
employees. 

RECOMMEmATIOl!] 

We  reaonmend  that  the  department  discontinue  the  poliay  of  paying 
moving  expenses  for  retired  personnel  or  seek  statutory  authority 
for  this  policy. 
Retained  Attorneys 

During  the  audit  year  the  department  engaged  four  law  firms  to 
represent  the  department  in  different  matters.   The  department  indicated 
that  this  was  necessary  to  obtain  expertise  in  certain  technical  areas 
of  law. 

The  department  paid  a  Helena  lawyer  $1,200  per  month  for  a  year 
plus  $35  per  hour  for  non-litigation  services  requiring  more  than  25 
hours  within  a  month  and  $35  an  hour  for  all  litigation  services.   This 
lawyer  received  a  total  of  $45,600  applicable  to  fiscal  year  1976-77. 

Since  the  department  employs  a  full-time  attorney,  it  should  not  be 
necessary  to  retain  an  attorney  on  a  full-time  basis.   Instead,  attorneys 
should  be  retained  only  when  necessary  to  obtain  expertise  in  certain 
areas  of  the  law.   Based  on  the  amount  of  these  payments,  the  department 
should  develop  additional  expertise  in  full-time  staff.   We  recognize 
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that  in  certain  instances  it  is  desirable  to  retain  outside  counsel  to 
assist  in  special  legal  problems  which  are  not  likely  to  recur.   How- 
ever, the  department  should  develop  a  legal  staff  to  meet  its  recurring 
needs. 

RECOMMENDATION 

We  reaorrmend  that  the  depoptment: 

1.  Retain  outside   legal  counsel  only  to  obtain  specific 
expertise  not  available  within  the  department's  staff. 

2.  Develop  expertise  in  its   legal  staff  to  meet  recurring 
departmental  needs. 

Travel 

Employees  working  on  Montana  Outdoors  are  required  to  do  a  certain 
amount  of  travel  in  the  Helena  vicinity.   At  the  end  of  each  month  one 
employee  submits  a  travel  voucher  for  the  mileage  of  all  employees.   The 
employee  receiving  the  payment  then  reimburses  the  other  employees  for 
their  shares  of  the  payment.   This  appears  to  be  an  efficient  method  of 
handling  small  travel  claims;  however,  it  is  not  in  accordance  with 
state  travel  regulations.   These  regulations  require  that  each  employee 
submit  a  travel  claim  for  his  expenses. 

The  department  has  not  established  procedures  to  assure  proper 
field  review  of  travel  claims.   We  found  instances  where  employees 
received  payments  in  excess  of  those  allowed  by  state  regulations.   We 
also  found  instances  of  employees  receiving  travel  reimbursement  for 
days  on  which  they  did  not  work.   These  errors  appear  to  be  the  result 
of  unintentional  mistakes  made  by  the  employees  in  filling  out  their 
travel  claims.   The  errors  should  be  located  and  corrected  before  the 
claim  is  paid. 
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RECOMMENDATION 

We  recommend  that  the  department: 

1.  Require  eaah  employee  to  submit  a  separate  travel  expense 
voucher. 

2.  Establish  proper  field  review  procedures  for  all  travel 
claims. 

Regional  Purchase  Orders 

Each  region  has  department  purchase  orders  which  are  used  to  make 
local  purchases.   The  current  practice  allows  any  full-time  employee  to 
make  local  purchases.   At  the  time  of  the  purchase  the  vendor  keeps  the 
purchase  order  and  mails  it  with  an  invoice  to  the  Helena  office.   The 
employee  making  the  purchase  then  submits  a  copy  of  the  purchase  order 
to  his  supervisor  for  approval.   This  system  appears  to  be  working; 
however,  we  noted  the  following  weakness  in  it. 

The  central  office  in  Helena  does  not  have  a  list  of  authorized 
signatures  to  compare  to  the  completed  purchase  orders.   The  central 
office  also  has  no  way  of  knowing  that  copies  of  the  purchase  orders  are 
being  approved  by  the  purchaser's  supervisor. 

We  discussed  the  purchase  order  system  with  each  of  the  seven 
regional  coordinators  and  found  that  three  of  the  seven  require  the 
invoices  and  purchase  orders  to  be  approved  by  them  before  being  sent  to 
Helena.   The  other  four  allow  the  vendor  to  send  the  purchase  orders 
directly  to  Helena.   The  reasoning  for  having  the  vendor  submit  the 
purchase  order  and  invoice  to  Helena  is  so  the  vendors  can  be  paid  on  a 
more  timely  basis. 

Both  methods  accomplish  the  objective,  that  being  to  pay  the 
vendors;  however,  because  the  field  purchase  orders  are  negotiable  cash 
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items,  the  department  should  establish  policies  and  procedures  for 
purchase  order  authorization  that  require  supervisory  approval  for  all 
field  purchases  over  a  specified  dollar  amount.   The  department  should 
also  review  completed  purchase  order  books  on  a  test  basis  to  ensure 
that  all  purchases  are  approved  by  supervisors. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Establish  poli-cies  and  procedures  to  ensure  all  field 
purchases  over  a  specified  dollar  amount  are  approved  by 
supervisors. 

2.  Review  completed  purchase  order  books  to  ensure  that  all 
purchases  are  approved  by  supervisors . 

Employee  Dues 

During  the  1976-77  fiscal  year,  the  department  expended  $2,026.91 
for  membership  dues  in  professional  and  civic  organizations.   Section 
15,  House  Bill  145,  passed  by  the  45th  Legislative  Assembly,  effective 
July  1,  1977,  prohibits  expending  appropriated  moneys  for  the  purpose  of 
membership  in  professional  or  private  organizations. 

The  department  has  indicated  that  each  employee  must  now  pay  his 
own  membership  dues.   We  noted  no  cases  after  the  effective  date  of  the 
bill  where  the  department  paid  employees'  membership  dues. 
Unbilled  Reimbursable  Expenditures 

The  department  periodically  bills  the  federal  government  for 
reimbursable  costs  associated  with  grants  from  the  U.S.  Fish  and  Wild- 
life Service.   One  hundred  dollars  is  held  back,  from  the  second  to  the 
last  billing  to  avoid  having  large  dollar  amounts  tied  up  in  processing 
the  final  billing  at  the  U.S.  Fish  and  Wildlife  Service.   Our  audit 
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disclosed  five  projects  where  the  $100  was  never  submitted  for  reim- 
bursement because  the  second  to  the  last  billing  was  designated  as  the 
final  billing  through  correspondence  with  the  U.S.  Fish  and  Wildlife 
Service.   Therefore,  $500  of  reimbursable  expenditures  were  never 
submitted  for  reimbursement  to  the  U.S.  Fish  and  Wildlife  Service.   This 
indicates  that  the  department  is  not  properly  reviewing  project  billings 
to  determine  if  all  allowable  costs  are  submitted  for  reimbursement. 
This  resulted  in  no  loss  of  federal  money  to  the  state  since  the  allo- 
cation of  federal  moneys  was  carried  forward  to  subsequent  projects. 

RECOMMENDATION 

We  veoornmend  that  the  department  review  all  project  reimbursable 
costs  before  projects  are  finalized  to  ensure  that  all  costs 
allowable  for  reimbursement  have  been  sitbmitted  to  the  U.S.   Fish 
and  Wildlife  Service. 
Indirect  Costs 

The  department  is  allowed  to  charge  indirect  costs  on  adminis- 
tration of  federal  grant  programs  through  an  indirect  cost  negotiation 
agreement  approved  by  the  Department  of  Health,  Education,  and  Welfare, 
in  collaboration  with  other  federal  agencies  concerned.   Our  audit 
disclosed  that  the  department  is  not  consistently  negotiating  indirect 
cost  agreements  for  federal  grant  programs.   Therefore,  the  department 
is  not  charging  indirect  costs  through  an  approved  indirect  cost  nego- 
tiation agreement  for  all  federal  grant  programs. 

Indirect  cost  rates  are  designed  to  reimburse  the  department  for 
the  costs  of  administering  the  various  projects  funded  under  federal 
grant  programs.   Although  the  department  spends  all  of  the  federal 
apportionments,  the  actual  costs  of  those  projects  are  not  reflected  in 
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the  department's  project  expenditure  reports  due  to  the  department's 
failure  to  allocate  indirect  costs. 

RECOMMENDATION 

We  vecommend  that  the  department: 

1.  Obtain  indirect  cost  negotiation  agreements  for  all 
federal  grant  programs. 

2.  Allocate  indirect  costs  per  indirect  cost  negotiation 
agreements  on  all  projects   to  record  total  costs  assoc- 
iated with  each  project. 

Expenditure  Authority 

Section  26-123,  R.C.M.  1947,  requires  that  all  claims,  salaries, 
and  expenses  be  paid  out  of  the  earmarked  revenue  fund.   The  department 
is  not  currently,  nor  can  it,  comply  with  this  statute.   The  department 
is  funded  under  appropriations  from  both  the  department's  earmarked 
funds  and  other  funds.   Under  the  wording  of  this  statute,  the  depart- 
ment cannot  legally  pay  claims  out  of  the  federal  and  private  revenue 
fund  or  general  fund  even  though  these  funds  make  up  large  portions  of 
the  department's  funding. 

RECOMMENDATION 

We  recommend  that  legislation  be  enacted  amending  Section  26-122, 
R.C.M.    2947,    to  allow  expenditures  from  all  department  funds. 
PERSONAL  SERVICES 

During  fiscal  year  1976-77,  the  department  reported  expenditures  of 
$6,507,926  for  personal  services  consisting  of  $5,671,283  for  wages  and 
$836,643  for  employee  benefits.   Because  personal  services  expenditures 
comprise  such  a  significant  portion  of  the  department's  expenditures, 
the  department  needs  well-developed  personnel  and  payroll  procedures. 
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In  our  examination  we  noted  the  personnel  and  payroll  weaknesses  dis- 
cussed below. 

Internal  Controls 

Payroll  internal  control  procedures  currently  in  effect  at  the 
Department  of  Fish  and  Game  are  inadequate.   The  payroll  supervisor 
performs  incompatible  functions,  which  provides  the  opportunity  for 
unauthorized  and  incorrect  adjustments  to  the  biweekly  payroll  and 
misappropriation  of  payroll  warrants.   During  our  audit  the  payroll 
supervisor  prepared  the  pre-payroll  and  the  payroll  status  forms.   The 
Centralized  Services  Division  administrator  reviewed  and  signed  the  pre- 
payroll  form  and  returned  it  to  the  payroll  supervisor.   To  adequately 
control  payroll  transactions  the  administrator  should  review  and  sign 
the  pre-payroll  and  payroll  status  forms.   Once  these  documents  are 
reviewed  and  signed  they  should  be  sent  directly  to  the  State  Auditor's 
Office,  Central  Payroll  Division,  without  returning  them  to  the  payroll 
clerk. 

After  warrants  are  processed  by  the  State  Auditor's  Office,  the 
mailroom  clerk  picks  up  the  warrants  and  delivers  them  to  the  payroll 
supervisor.   The  payroll  supervisor  distributes  warrants  to  local 
employees  and  mails  warrants  to  employees  located  outside  of  Helena.   In 
order  to  provide  adequate  control  over  payroll  warrants  and  payroll 
expenditures,  the  payroll  supervisor  should  not  receive  the  payroll 
warrants. 

Neither  the  Helena  office  nor  the  regional  offices  receive  listings 
by  individuals  of  warrants  or  payroll  expenditures  charged  to  them.   Each 
program  administrator  should  receive  a  listing  of  payroll  transactions 
charged  to  his  program.   This  would  assure  that  payroll  expense  is 
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properly  allocated  to  programs  and  would  provide  an  additional  check  on 
payroll  expenditures.   The  central  payroll  system  would  have  to  be 
modified  to  provide  this  management  information. 

RECOMMEmATION 

We  recommend  that  the  department: 

1.  Deliver  pre-payrolls  and  payroll  status  forms  directly  to 
the  Central  Payroll  Division  of  the  State  Auditor's 
Office  after  the  forms  are  approved. 

2.  Provide  for  distribution  of  payroll  warrants  by  someone 
other  than  the  payroll  supervisor. 

3.  Work  with  the  State  Auditor  to  develop  payroll  system 
modifications  to  provide  division  administrators  and 
regional  supervisors  with  a  listing  of  the  payroll 
transactions  charged  to  their  divisions  or  regions. 

Status  Changes 

The  department  has  developed  a  payroll  authorization  form  which  is 
used  to  adjust  the  status  of  personnel.   This  form  is  signed  by  either 
the  deputy  director  or  regional  coordinators  when  personnel  are  hired, 
terminated,  or  have  a  pay  change.   However,  this  form  is  not  acceptable 
for  updating  the  Central  Payroll  Division's  files.   The  payroll  super- 
visor prepares  a  Central  Payroll  Division  payroll  status  form  from  the 
information  on  the  payroll  authorization  form.   The  payroll  status  form 
is  not  approved  by  anyone  other  than  the  payroll  supervisor  and  is  not 
signed  by  the  employee.   When  an  employee's  status  is  adjusted,  the 
information  should  be  recorded  on  a  payroll  status  form,  signed  by  the 
employee,  approved  by  an  appropriate  department  official,  and  then  sent 
directly  to  the  Central  Payroll  Division.   The  department  should  request 
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that  the  Central  Payroll  Division  accept  only  payroll  status  forms 
signed  by  an  appropriate  department  official. 
RECOMMENDATION 

We  recommend  that  the  department  provide  for  sigming  of  payroll 
status  forms  by  employees  and  appropriate  administrators . 
Time  Records 

Every  full-time  department  employee  prepares  a  monthly  time  distri- 
bution report  to  record  hours  worked  by  project.   Temporary  employees 
complete  the  form  on  a  biweekly  basis.   The  reports  are  often  prepared 
and  signed  by  employees  in  pencil.   Each  employee  gives  his  report  to 
his  supervisor  who  reviews,  signs,  and  sends  the  report  to  the  depart- 
ment's central  office  payroll  section.   The  central  office  payroll 
section  reviews  the  time  report  and  uses  it  as  the  basis  for  accounting 
distributions  of  payroll  expense  to  various  projects. 

During  our  review  of  payroll  transactions  it  appeared  that  changes 
had  been  made  on  these  reports  after  they  reached  the  central  office. 
Since  the  reports  are  often  prepared  in  pencil,  it  is  not  always  evident 
who  made  the  changes.   If  they  were  prepared  in  ink  a  permanent  record 
would  be  created. 

Because  of  the  number  of  employees  at  the  department,  some  errors 
can  be  expected  in  time  records;  however,  errors  should  be  corrected 
through  field  reviews  before  time  sheets  are  sent  to  the  central  office. 
Project  and  field  supervisors  review  the  time  records  before  they  are 
forwarded  to  the  payroll  section.   These  supervisors  should  know  the 
projects  their  employees  are  working  on.   Payroll  section  employees  are 
not  necessarily  in  a  position  to  know  where  an  employee  has  worked.   The 
department  should  inform  supervisors  that  correct  time  records  are  their 
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responsibility  and  that  the  time  records  should  not  be  approved  until 
they  are  accurately  completed.   Since  time  records  are  the  basis  for 
charging  a  significant  percentage  of  expenditures  to  each  program,  the 
payroll  section  should  not  adjust  time  records  unless  the  reasons  for 
the  adjustments  are  adequately  documented. 

RECOMMENDATION 

f/e  vecornmend  that  the  department  require  that: 

1.  Time  records  he  completed  in  ink. 

2.  Supervisors  properly  review  and  approve  all  time  records. 

3.  The  payroll  supervisor  obtain  authorization  for  all 
adjustments  to  time  reports  and  document  the  authority 
for  all  adjustments. 

EMPLOYEE  LEAVE 

Our  review  of  employee  leave  records  revealed  several  problems.   We 
noted  several  instances  where  request  for  leave  of  absence  forms  were 
improperly  completed.   Generally,  they  were  not  properly  dated  and 
several  lacked  supervisory  approvals. 

Two  employees  were  allowed  to  take  compensatory  time  off  when  they 
did  not  have  a  compensatory  time  balance.   No  employee  should  be  allowed 
to  have  negative  leave  balances. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Require  employees  to  fill  out  request  for  leave  forms 
accurately  and  completely. 

2.  Allow  employees   to  take  compensatory  time  off  only  when 
they  have  compensatory  time  balances. 
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INVENTORIES 

The  department  maintains  a  central  warehouse  in  Helena.   The  ware- 
house purchases  and  recharges  equipment  and  supplies  that  are  used  by 
department  personnel.   On  June  30,  1977,  warehouse  inventory  had  a  cost 
value  of  over  $241,000. 

Inventory  is  accounted  for  in  the  Warehouse  Inventory  System  (WIS) . 
The  WIS  produces  various  computer  printouts  concerning  inventory  trans- 
actions.  These  include  the  number  of  each  item  on  hand,  the  average 
cost  of  each  item,  receipts  and  sales  of  each  item,  and  reordering 
information.   This  system  is  a  subsidiary  to  SBAS  rather  than  a  dupli- 
cate system.   The  activity  reported  in  detail  in  this  system  is  reported 
in  summary  in  SBAS. 

The  department  does  not  maintain  general  ledger  control  over  ware- 
house inventory.   The  inventory  is  not  recorded  as  an  asset;  rather,  all 
purchases  are  expensed,  and  these  expenses  are  abated  when  the  inventory 
is  distributed  to  user  projects.   SBAS  is  not  used  to  report  the  inven- 
tory balance;  the  department  only  uses  it  to  report  the  purchases  and 
sales.   The  warehouse  operation  should  be  accounted  for  in  a  revolving 
fund. 

Because  sales  and  purchase  transactions  are  recorded  on  both  WIS 
(in  detail)  and  SBAS  (in  summary) ,   the  two  systems  should  disclose  the 
same  amounts.   Receipts  as  shown  in  WIS  are  $159,509.   In  SBAS  they  are 
$140,689.   Sales  per  WIS  are  $160,353,  while  SBAS  indicates  $153,118. 
During  our  audit  the  warehouse  accountant  was  able  to  identify  posting 
errors  and  reconcile  sales  differences  within  $3;  however,  the  accountant 
was  not  able  to  reconcile  differences  amounting  to  over  $3,800  for 
receipts.   The  fact  that  the  two  systems  do  not  reconcile  indicates 
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posting  errors  have  occurred  in  one  or  both  systems  without  detection  or 
correction.   The  department  can  prevent  these  discrepancies  by  recon- 
ciling the  WIS  with  SBAS  on  a  monthly  basis.   This  would  serve  as  a 
cross-check  to  locate  errors  made  and  is  a  customary  procedure  used  in 
operating  subsidiary  accounting  systems. 

During  our  review  of  the  warehouse  operations  we  noted  several 
areas  of  weak  internal  controls.   The  WIS  system  does  not  provide  the 
necessary  information  for  management  to  review  warehouse  adjustments. 
The  system  should  produce  a  warehouse  adjustment  report  on  a  monthly 
basis.   The  report  would  identify  the  corrections  of  errors  and  adjust- 
ments for  overages  and  shortages  for  management  review  and  approval. 
Currently  the  warehouse  accountant  can  adjust  recorded  inventory  on  hand 
without  management  approvals.   All  accounting  entries  other  than  routine 
sales  and  purchases  should  be  approved  by  management  personnel. 

The  warehouse  foreman  is  responsible  for  physical  accountability  of 
the  inventory.   He  also  receives  the  inventory,  completes  the  receiving 
reports,  and  approves  the  invoices.   Controls  are  weakened  when  these 
duties  are  not  segregated.   After  the  goods  have  been  received  the 
foreman  should  forward  the  receiving  report  to  the  accounting  division. 
All  suppliers  should  be  instructed  to  mail  invoices  directly  to  account- 
ing and  not  the  warehouse.   If  the  receiving  report  and  invoice  agree, 
accounting  personnel  should  then  process  the  claim. 

The  warehouse  closes  its  operations  during  the  last  week  in  June  to 
take  the  annual  inventory.   The  actual  counts  are  taken  by  warehouse 
employees.   The  count  is  also  supervised  by  warehouse  personnel.   The 
counts  should  be  supervised  by  employees  independent  of  warehouse 
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operations,  and  test  counts  should  also  be  made  by  non-warehouse 
employees. 

During  our  review  of  warehouse  operations  we  spoke  to  several 
employees  concerning  the  efficiency  and  need  for  the  warehouse.   There 
appears  to  be  a  variation  in  ideas  about  the  operation.   Many  employees 
believe  it  is  a  valuable  tool  while  others  believe  it  is  wasted  overhead 
and  that  local  purchasing  would  be  more  cost  effective.   We  did  not 
direct  our  review  to  determine  the  cost  effectiveness  of  the  operations; 
however,  because  of  the  variation  in  thoughts  concerning  the  warehouse, 
the  department  should  perform  a  cost  study  of  warehouse  operations. 

RECOMMENDATION 

We  veoommend  that  the  department: 

1.  Establish  and  maintain  geneval   ledger  control  over 
warehouse  inventory. 

2.  Reconcile  purchases  and  sales  per  WIS  with  SBAS. 

3.  Produce  a  report  disclosing  all  adjustments  to  the  ware- 
house inventory. 

4.  Require  management  approval  for  warehouse  adjustments. 

5.  Segregate  the  duties  of  receiving  inventory  and  author- 
izing payments  for  purchases, 

6.  Have  nonwarehouse  personnel  conduct  the  annual  inventory. 

7.  Review  and  evaluate  the  effectiveness  and  need  for  the 
warehouse . 

VEHICLES 

The  department  maintains  its  own  motor  pool.   Pickups  and  sedans 
comprise  the  greatest  portion  of  the  pool.   Section  53-514,  R.C.M.  1947, 
specifies  that  the  Department  of  Highways,  Motor  Pool  Division,  is  the 
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custodian  of  all  motor  vehicles  operated  out  of  the  Helena  area  which 
are  used  primarily  to  carry  passengers  or  have  a  cargo  rating  of  three- 
quarters  ton  or  less  and  which  do  not  carry  specialized  equipment  that 
would  render  them  unfit  for  interagency  use.   The  department  justifies 
an  exemption  from  Section  53-514,  R.C.M.  1947,  on  the  basis  that  its 
vehicles  are  equipped  with  specialized  equipment  and  most  of  them  are 
not  operated  out  of  Helena.   We  found  no  vehicles  that  did  not  meet  the 
criteria  for  exemption  from  Section  53-514,  R.C.M.  1947. 

Accounting  for  the  pool  is  done  in  the  vehicle  account  which  is 
used  to  record  expenditures  and  incomes  associated  with  the  vehicles. 
All  costs  of  vehicles  are  expensed  when  incurred,  including  purchases  of 
new  vehicles,  operating  maintenance,  and  overhead  costs. 

The  department  reallocates  vehicle  charges  to  user  projects  on  a 
per  mile  basis.   These  charges  are  recorded  as  expenditures  to  the  user 
projects  and  expenditure  abatements  in  the  vehicle  account.   Expenditure 
abatements  are  not  properly  matched  with  the  expenditures  associated 
with  the  abatements.   The  problem  results  because  the  vehicles  are 
expensed  when  purchased  and  all  unallocated  expenditure  balances  are 
closed  out  at  each  fiscal  year-end.   When  a  vehicle  is  expensed,  that  is 
essentially  the  end  of  accounting  for  the  purchase. 

Expenditures  are  still  allocated  to  projects  after  the  year  of 
purchase,  and  these  expenditures  should  be  matched  with  the  vehicle 
expenditures  incurred  through  purchase.   A  portion  of  the  vehicle  cost 
should  be  allocated  to  each  year  it  is  used  rather  than  expensing  the 
vehicle  in  the  year  of  purchase.   This  problem  could  be  solved  if  the 
vehicles  were  accounted  for  in  a  revolving  fund. 
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A  revolving  fund  serves  to  classify,  through  use  of  specific 
accounts  within  the  fund,  financial  activities  relating  to  enterprise 
activity  on  reimbursable-type  governmental  operations.   The  department 
established  such  a  fund  in  July  1976,  but  has  not  used  it.   The  account 
name  is  "equipment  enterprise  fund  revolving  account,"  and  its  intended 
purpose  is  to  establish  all  motorized  equipment  on  a  self-financing 
rental  basis  to  more  clearly  reflect  the  cost  of  operations.   The 
department  should  account  for  vehicles  in  this  fund. 

The  rate  charged  to  user  projects  includes  an  allowance  for  depreci- 
ation and  a  replacement  differential.   The  depreciation  rate  is  based 
upon  75  percent  of  the  original  cost  of  the  vehicle.   The  75  percent  is 
used  because  the  department  estimated  that  25  percent  of  the  original 
cost  would  be  returned  in  salvage  value.   We  reviewed  trade-ins  made  in 
December  1976  and  April  1977  and  found  that  the  average  percent  of 
trade-in  to  cost  was  over  54  percent.   This  indicates  that  the  deprec- 
iation rate  used  by  the  department  is  excessively  high. 

The  replacement  differential  charge  rate  is  related  to  the  depreci- 
ation rate.   The  theory  behind  the  replacement  differential  is  to 
recover  sufficient  money  to  purchase  a  new  vehicle  which,  through 
inflation,  will  have  a  higher  cost  than  the  vehicle  being  replaced.   The 
United  States  Department  of  the  Interior,  Bureau  of  Outdoor  Recreation 
Manual,  states  that  charges  for  contingency  reserves  or  other  similar 
reserves  are  non-allowable  expenditures  for  reimbursement  and  shall  not 
be  included  in  the  base  for  determining  financial  assistance.   The 
replacement  differential  is  a  contingency  reserve. 
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We  reviewed  the  records  for  19  vehicles  which  were  traded  during 
December  1976.   This  review  disclosed  that  the  vehicle  account  is 
overcharging  user  projects.   An  example  will  explain  this  problem. 

Vehicle  number  2131,  a  1973  four-wheel  drive  vehicle,  was  traded 

during  the  year.   The  vehicle  cost  $3,732.25  at  the  time  of  purchase. 

Through  depreciation,  replacement  differential,  and  trade-in  value  the 

department  recovered  $8,008.88  on  the  original  purchase  price  for  a 

profit  of  $4,276.63. 

Depreciation  Charges  $2,799.19 

Replacement  Differential  Charges  3,109.69 

Trade-in  received  2,100. 00 

Total  Cost  Recovered  8,008.88 

Original  Cost  3,732.25 

Profit  $4,276.63 

The  average  profit  on  19  of  the  vehicles  traded  during  December  1976  was 

$2,321.11.   This  difference  is  extreme.   The  department  should  adjust 

charges  to  a  level  that  only  recovers  costs. 

The  department  maintains  an  accounting  system  for  vehicles  which 
generates  numerous  statistical  reports.   One  report  lists  vehicles  with 
exception  conditions.   Exception  conditions  include  vehicles  that  have 
not  had  preventive  maintenance  checks  within  the  last  3,000  miles, 
vehicles  driven  less  than  50  miles  in  the  month,  and  vehicles  with  gas 
mileage  of  less  than  10  miles  per  gallon.   This  report  is  distributed  to 
appropriate  personnel  so  that  corrective  action  can  be  taken  if  nec- 
essary. 

Another  report  lists  the  income  and  expense  for  each  vehicle.   The 
expense  portion  of  the  report  shows  items  such  as  gallons  of  fuel  pur- 
chased, cost  of  the  fuel  purchased,  cost  of  oil,  and  other  expenses 
incurred  in  connection  with  the  vehicle.   The  income  portion  of  the 
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report  shows  the  mileage  driven  for  the  month,  the  rate  of  charge,  and 
the  amount  charged  to  user  projects.   The  report  then  shows  the  net  of 
income  and  expense  for  the  month.   The  system  generates  other  reports 
which  disclose  the  statistical  information  in  various  other  formats. 
The  accounting  system  appears  to  present  useable  information  in  useable 
formats. 

The  department,  however,  does  not  use  the  vehicle  system  to  its 
fullest  extent.   Items  such  as  motorcycles,  snowmobiles,  and  excess 
federal  property  are  not  included  in  the  system.   The  reasoning  for  this 
is  that  these  items  are  charged  directly  to  the  user  project  when 
purchased  and  are  not  in  the  motor  pool.   The  system  could  be  used  to 
provide  statistical  information  on  these  vehicles  and  would  also  provide 
an  accounting  for  the  projects  using  these  vehicles.   The  department 
should  consider  including  all  motorized  equipment  in  the  motor  pool  and 
accounting  for  it  in  the  vehicles  system. 

Each  month  vehicle  users  submit  a  report  to  the  accounting  depart- 
ment disclosing  the  number  of  miles  driven  and  the  programs  which  are  to 
be  charged.   We  found  mathematical  errors  in  these  reports  that  caused 
programs  to  be  charged  incorrect  amounts.   The  accounting  department 
should  review  all  reports  for  mathematical  accuracy  when  they  are 
received. 

The  accounting  department  does  not  have  a  method  to  determine  that 
reports  are  submitted  for  all  vehicles.   It  is  important  that  these 
reports  be  submitted  on  a  timely  basis,  especially  at  year-end.   We 
found  $1,854  that  was  charged  to  the  wrong  fiscal  year  because  of  late 
submission  of  these  reports. 
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The  department  owns  and  is  the  custodian  for  six  aircraft.   Section 
1-1101,  R.C.M.  1947,  specifies  that  the  Department  of  Community  Affairs 
is  to  be  the  custodian  of  all  aircraft  owned  by  state  agencies.   The 
Department  of  Fish  and  Game  has  not  complied  with  this  statute. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Account  for  vehicles  in  a  revolving  fund. 

2.  Adjust  depreciation  and  replacement  differential  charges 
to  allow  only  for  cost  recovery. 

3.  Consider  accounting  for  all  vehicles  in  the  vehicle 
accounting  system. 

4.  Review  vehicle  reports  for  mathematical  accuracy. 

5.  Develop  a  system  to  ensure  that  vehicle  reports  are  sub- 
mitted on  a  timely  basis. 

MONTANA  OUTDOORS 

Montana  Outdoors  is  published  six  times  a  year  by  the  department's 

Environment  and  Information  Division.   The  magazine  is  funded  through 

magazine  sales  and  earmarked  revenues.   The  following  schedule  discloses 

expenditures  and  revenues  for  the  magazine. 

MONTANA  OUTDOORS 

Schedule  of  Revenue  Compared  to  Expenditures 

For  the  year  ended  June  30,  1977 

REVENUES : 

Subscriptions  $  91,780 

Newstands  8,579 

Other  862 

Total  Revenues  101,221 

EXPENDITURES : 

Personal  Services  $  58,721 

Operations  169,288 

Total  Expenditures  228,009 

EXPENDITURES  IN  EXCESS  OF  REVENUES  $126,788 
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We  have  discovered  various  problems  in  the  magazine's  accounting 
and  operations  which  we  discuss  below. 
Cash  Basis  of  Accounting 

The  department  recognizes  revenue  from  Montana  Outdoors  when  cash 
is  received.   This  method  is  not  proper  because  subscriptions  can  be  for 
one,  two,  or  three  years.   Only  that  cash  applicable  to  magazines  which 
will  be  published  in  the  current  year  should  be  recognized  as  revenue  in 
the  current  year.   For  example,  on  a  two-year  subscription,  one  twelfth 
of  the  subscription  price  should  be  allocated  to  each  issue.   Revenue  as 
disclosed  in  SBAS  is  $107,038.   This  is  $5,817  different  from  the 
$101,221  which  we  computed  on  the  accrual  basis.   While  this  is  not  a 
material  amount,  if  sales  were  to  fluctuate  significantly,  then  the 
misstatement  could  become  material. 

RECOMMENDATION 

We  vecommend  that  the  department  recognize  Montana  Outdoors 
revenue  using  the  aacrual  basis  of  aaoounting. 
Subscription  Obligations 

Montana  Outdoors  has  a  liability  to  fulfill  subscription  sales 
until  1998.   The  total  liability  for  unfulfilled  subscriptions  was 
$123,600  at  June  30,  1977.   Generally  accepted  accounting  principles 
require  this  amount  to  be  disclosed  as  "unearned  revenue"  on  the  de- 
partment's balance  sheet.   The  department's  financial  statements  do  not 
disclose  this  liability. 

RECOMMENDATION 

We  recommend  that  the  department  disclose   "unearned  revenue"  as  a 
liability  in  the  financial  statements. 
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Subscriptions 

The  department  employs  a  subscription  fulfillment  service  to  handle 
its  magazine  subscriptions.   The  service  opens  the  mail,  prepares 
receipts,  accounts  for  subscriptions,  prepares  the  mailing  labels,  and 
provides  the  department  with  various  reports  detailing  the  magazine's 
operations. 

The  department  paid  the  service  more  than  $31,500  during  fiscal 
year  1976-77.   This  amount  was  based  on  billings  from  the  service.   We 
found  that  no  one  in  the  department  could  determine  the  correctness  of 
the  billings.   The  editor  of  the  magazine  approves  each  billing  before 
it  is  paid;  however,  the  editor  does  not  have  the  information  necessary 
to  determine  if  the  billing  is  correct. 

RECOMMENDATION 

We  reoornmend  that  the  department  implement  procedures   to  aoaurately 
assess  billings  from  the  subscription  service. 
Newsstand  Sales 

Our  review  of  magazine  sales  through  newsstands  revealed  numerous 
problems.   The  problems  generally  involve  lack,  of  proper  segregation  of 
duties  and  lack  of  records. 

The  circulation  director  controls  all  aspects  of  newsstand  sales. 
He  initiates  all  sales  to  newsstand  dealers,  performs  the  billing  func- 
tions, collects  the  receipts,  and  keeps  the  accounting  records.   The 
possibility  for  unauthorized  transactions  is  augmented  when  one  person 
is  responsible  for  both  physical  control  and  accounting  functions. 

We  found  the  records  maintained  for  newsstand  sales  inadequate. 
The  department  does  not  maintain  permanent  records  of  the  number  of 
magazines  mailed  to  newsstands,  the  number  of  unsold  magazines  returned, 
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or  the  amount  owed  the  department.   We  found  letters  from  newsstand 
dealers  complaining  of  improper  billings  from  the  magazine.   The  depart- 
ment's records  are  such  that  we  could  not  determine  the  amount  of 
accounts  receivable  due  the  department. 

There  are  several  problems  in  the  billing  function.   Newsstands  are 
billed  approximately  twice  a  year,  while  magazines  are  issued  on  a 
bimonthly  basis.   Billings  should  be  sent  for  each  issue. 

Newsstand  dealers  do  not  pay  for  each  issue  when  received.   When  a 
bill  is  sent  to  a  dealer,  the  dealer  adjusts  the  bill  for  any  issues  he 
has  on  hand.   At  a  later  date,  when  the  dealer  has  determined  that 
further  sales  cannot  be  made,  a  payment  and  the  unsold  copies  are  re- 
turned to  Montana  Outdoors.   Good  business  practices  require  that  when 
goods  are  shipped,  a  bill  will  also  be  sent  requesting  full  payment. 
Credit  should  be  granted  for  unsold  magazines  only  when  they  are  returned 
to  Montana  Outdoors. 

Pajrments  from  newsstand  sales  are  returned  to  the  circulation 
director.   The  circulation  director  then  forwards  the  payment  to  Downes 
Computer  Service,  the  subscription  service  for  Montana  Outdoors.   Downes 
then  forwards  the  payment  to  the  state  treasury.   We  see  no  reason  for 
the  payments  to  be  sent  to  the  subscription  service  as  it  maintains  no 
records  of  newsstand  sales.   The  circulation  director  should  not  handle 
the  payments.   Payments  should  be  mailed  from  the  dealer  to  the  depart- 
ment cashier  for  immediate  deposit  in  the  state  treasury. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.        Separate  the  duties  for  newsstand  sales  to  achieve  strong 
internal  control. 
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2.  Maintain  detailed  records  for  each  newsstand  dealer. 

3.  Bill  newsstand  dealers  for  each  issue. 

4.  Only  allow  credit  for  unsold  issues  after  the  magazines 
are  returned. 

5.  Require  that  all  payments  be  made  to  the  department 
cashier  and  deposited  directly  with  the  state  treasury. 

Print  Run  Reconciliation 

The  department  does  not  account  for  its  press  run.   The  total  press 
run  for  each  issue  should  be  reconciled  to  subscription  sales,  newsstand 
sales,  and  other  uses.   The  magazines  have  a  monetary  value  and  thus 
should  be  accounted  for  to  prevent  unauthorized  distribution. 

The  department  should  establish  policies  and  procedures  for  approv- 
ing promotional  and  other  free  distributions  of  the  magazine.   The 
circulation  director  mailed  500  issues  to  a  newsstand  but  only  billed 
the  dealer  for  250  copies.   He  explained  this  was  a  promotional  idea  to 
increase  sales.   We  believe  such  promotion  should  be  approved  by  the 
department  director. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Reconcile  the   total  print  run  for  each  issue  to  magazine 
usage. 

2.  Require  proper  approval  for  promotion  and  other  free 
distributions . 

PLANT,  PROPERTY  AND  EQUIPMENT 

The  department's  financial  statements  do  not  disclose  balances  for 
fixed  assets.   Governmental  reporting  standards  require  a  statement  of 
general  fixed  assets  and  a  statement  of  changes  in  general  fixed  assets. 
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These  statements  cannot  be  prepared  from  the  department's  records. 
Because  of  this  omission,  the  statements  do  not  provide  required  dis- 
closure. 

The  department  is  in  the  process  of  developing  an  accounting  system 
for  fixed  assets.   An  employee  has  been  assigned  the  position  of  property 
officer  and  implementation  of  the  system  appears  to  be  progressing 
satisfactorily. 

The  land  agent  for  the  department  maintains  a  listing  of  lands  con- 
trolled by  the  Fish  and  Game  Commission.   The  cost  of  each  parcel  is 
also  listed;  however,  no  value  is  assigned  to  donated  properties  and 
related  acquisition  costs  are  not  shown.   The  accounting  department  does 
not  maintain  land  records.   The  accounting  department  should  develop  a 
schedule  for  all  lands  owned  with  cost  figures.   In  the  case  of  gifts  or 
donations  the  land  should  be  valued  at  fair  market  value  on  the  date 
title  passes.   The  department  should  also  reflect  the  cost  of  buildings 
and  other  improvements  constructed  on  its  land  to  show  actual  investment 
in  the  various  properties. 

RECOMMENDATION 

We  reaommend  that  the  department  develop  a  complete   listing  of  all 
land  owned,   including  cost. 
Fiscal  Year  1976-77  Land  Purchases 

The  department  purchased  the  following  parcels  of  land  during  our 
audit  year. 
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DEPARTMENT  OF  FISH  AND  GAME 

LAND  ACQUISITIONS  AND  EXCHANGES 

DURING  FISCAL  YEAR  1976-77 


Date 
Carter's  Bridge-Yellow- 
stone River  5/6/77 
Kakonee  Bend-Flathead 

River  9/7/77 

Pipe  Organ-Beaverhead 

River  6/14/77 

Forest  Grove-Clark  Fork 

River  4/27/77 

Patty  Creek-Clark  Fork 

River  6/15/77 

Gallatin  Forks-Gallatin 

River  8/5/76 

Droulliard-Jef f erson 

River  1/28/77 

Boulder  Forks-Boulder 

River  8/11/76 

Sluice  Boxes  State  Mon.    9/10/76 
Mount  Haggin  7/19/76 

Ear  Mountain  8/31/76 

Roy  Herseth  Property      12/21/76 
Spokane  Mines  Property    1/24/77 
Sudberry  Property         7/23,76 
Giant  Springs  State  Park  1/31/77 

Exchanged  Property 
Cobblestone  FAS  8/9/76 


Appraised     Donated 
Value      Property 

No  Appraisal 

$    35,332 

199,000 

25,000 
No  Appraisal 

97,075 

22,287 

121,500 

No  Appraisal 

3,250,000   $1,000,000 

235,000 

20,000 

18,000 

3,500 

102,840 

147,500 


Cost  to 
Department 

$    9,500 

35,325 

245,000* 

25,000 

4,200 

97,647 

22,287 

140,000* 

352 

1,900,000** 

257,300* 

20,000 

17,890** 

3,500 

74,340 

28,500 

140,318** 

$3,021,159 


*The  department  sometimes  pays  more  than  appraised  value  for  land  parcels 
because  federal  regulations  require  the  department  to  offer  the  owner 
the  appraised  value  and  pay  relocation  expenses. 

**Landowners  sometimes  accept  less  than  the  appraised  value  of  their  land 
as  a  sale  price. 

In  Lieu  of  Taxes 

The  department  owns  land  in  32  counties  throughout  Montana.   These 
counties  send  tax  statements  to  the  department  for  local  taxes  assessed 
on  department  land.   Section  26-133,  R.C.M.  1947,  requires  the  depart- 
ment to  pay  a  sum  equal  to  the  amount  of  taxes  which  would  be  payable  on 
county  assessment  of  the  property  if  it  were  taxable  to  a  private  citizen. 
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This  statute  prohibits  in  lieu  of  tax  payments  to  counties  in  which  the 
department  owns  less  than  100  acres,  or  for  lands  owned  by  the  depart- 
ment for  game  bird  farm  or  fish  hatchery  purposes  or  lands  administered 
with  general  fund  money. 

During  fiscal  year  1976-77  the  department  made  payments  to  counties 
in  lieu  of  taxes  of  $81,400.   The  following  is  a  list  of  in  lieu  of  tax 
payments  to  counties  during  fiscal  year  1976-77: 


County 

Beaverhead 

Big  Horn 

Carbon 

Cascade 

Choteau 

Deer  Lodge 

Fallon 

Flathead 

Gallatin 

Granite 

Hill 

Jefferson 

Judith  Basin 

Lake 


Amount  Paid 


$  2,989 

531 

40 

2,900 

39 

12,223 

44 

4,043 

1,888 

303 

590 

328 

1,268 

12,829 

Lewis  and  Clark   11,122 
Lincoln  13 


County 

Amount  Paid 

Madison 

$  2,009 

Meagher 

465 

Missoula 

3,045 

Park 

1 

Phillips 

119 

Powell 

2,265 

Ravalli 

3,676 

Richland 

3,299 

Silver  Bow 

3,103 

Stillwater 

84 

Sweetgrass 

244 

Teton 

9,912 

Treasure 

864 

Valley 

476 

Wheatland 

343 

Yellowstone 

345 

$81,400 

GAME  WARDENS'  RETIREMENT  SYSTEM 

Department  employees  who  are  assigned  to  law  enforcement  duties  are 
members  of  the  Game  Wardens'  Retirement  System.   This  retirement  system 
was  established  in  1963  under  Title  68,  Chapter  14,  R.C.M.  1947. 

The  department's  June  30,  1977  financial  statements  present  a 
$3,093,000  long  term  liability  in  the  earmarked  revenue  fund  which 
represents  the  actuarial  deficiency  for  the  Game  Wardens'  Retirement 
System.   This  unfunded  pension  liability  represents  a  real  liability  to 
the  department  because  the  benefits  payable  to  game  wardens  are  set 
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forth  in  Montana's  statutes  as  defined  in  Title  68,  Chapter  14,  R.C.M. 
19A7. 

The  actuarial  deficiency  represents  the  excess  of  the  projected 
future  benefits  payable  for  retirement  system  members  over  current  and 
future  collections  of  assets  to  the  fund  using  the  contribution  rate  in 
effect  at  the  time  of  the  last  actuarial  valuation. 

The  actuarial  valuation  as  of  June  30,  1976  projects  that  an  em- 
ployer's contribution  rate  of  less  than  15.31  percent  of  salaries  could 
lead  to  the  ultimate  insolvency  of  the  system.   The  employer's  contri- 
bution was  increased  from  7  percent  to  11  percent  of  salaries  on  July  1, 
1977,  but  this  increase  will  not  stop  the  growth  of  the  unfunded  pension 
liability.   Based  upon  the  1976  actuaries'  report,  employer  contri- 
butions were  increased  by  only  about  half  of  the  amount  necessary  to 
stop  the  growth  of  the  unfunded  pension  liability.   The  actuarial  report 
projected  that  an  employer's  contribution  of  18.49  percent  of  salaries 
would  be  required  to  fund  current  costs  and  amortize  the  unfunded 
pension  liability  over  a  period  of  40  years. 

The  unfunded  pension  liability  has  grown  from  $1,021,000  in  1970  to 
$3,093,000  in  1976;  this  represents  an  annual  growth  of  approximately 
$345,000. 

The  Game  Wardens'  Retirement  System  has  approximately  80  contri- 
buting members  and  26  retired  members  receiving  benefits.   This  system 
is  so  small  that  year  to  year  changes  in  mortality  estimates  can  make 
dramatic  changes  in  the  acturarial  valuations.   A  single  death  or  dis- 
ability claim  will  have  a  much  larger  impact  on  this  small  system  than  a 
retirement  system  with  thousands  of  employees. 


-39- 


When  we  add  the  employer  costs  associated  with  funding  the  Game 
Wardens'  Retirement  System  on  a  sound  basis  (18.49  percent  of  salaries) 
to  the  5.85  percent  employer  contribution  for  social  security,  we  see 
that  game  wardens'  retirement  benefits  cost  the  state  of  Montana  25  percent 
of  game  wardens'  salaries.   In  addition,  game  wardens  contribute  13  percent 
of  their  salaries  to  retirement  systems. 

Retirement  costs  which  amount  to  38  percent  of  salaries  appear 
unreasonable  when  compared  to  24  percent  for  most  other  state  employees. 
The  department  should  explore  alternatives  to  the  present  system. 

RECOMMENDATION 

We  veaommend  that  the  department: 

1.  Develop  a  plan  to  fund  the  Game  Wardens'  Ret-lrement 
System  on  a  sound  basis,   and  seek  legislation  to  ade- 
quately fund  the  system. 

2.  Study  alternatives  to  the  current  retirement  system. 
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FISH  AND  GAME  DRAWINGS 
INTRODUCTION 


The  Department  of  Fish  and  Game  conducted  the  first  moose  drawing 
in  1948,   Manual  drawings  with  public  participation  were  held  for  moose, 
sheep,  goat,  and  antelope  until  197  2.   Manual  drawings  were  time  con- 
suming, taking  approximately  ten  days  to  complete.   They  were  ineffi- 
cient and  did  not  allow  for  the  recording  of  information  needed  to 
process  today's  applications. 

Legal  restrictions  imposed  by  legislative  action  and  the  Fish  and 
Game  Commission  have  required  major  changes  in  the  drawing  system. 
These  changes  include  processing  party  applications  for  antelope  and 
elk,  allowing  three  area  drawing  choices,  and  applying  for  multiple 
species  on  one  application.   Recording  of  additional  information  was 
required  for  processing  years'  preference,  landowner  preference,  drawing 
preference,  money  received,  and  refunds  issued.   Changes  required  the 
system  to  validate  input  information,  quota  restrictions,  seven-year 
kill  restrictions,  age  limits,  and  prerequisite  license  restrictions. 
As  a  result,  the  drawings  have  developed  from  basic  manual  drawings  to  a 
complex  computerized  data  processing  system  which  utilizes  the  Depart- 
ment of  Administration's  IBM-158  computer. 

The  Special  Licensing  Section  employs  two  full-time  employees  to 
maintain  the  special  licensing  system.   The  department  adds  temporary 
employees  during  high  work  load  periods  to  process  resident  and  non- 
resident applications  and  to  provide  additional  assistance  to  sportsmen. 
The  Special  Licensing  Section  received  and  processed  over  95,000  appli- 
cations for  special  permits  during  the  1977  season.   These  applications 
involved  approximately  $4,960,000  in  license  fees  and  refunds. 
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We  reviewed  the  Special  Licensing  Section's  big  game  drawing  system 
to  deteirmine  program  bias,  accuracy  of  data  files,  and  compliance  with 
the  Department  of  Fish  and  Game's  policies  and  regulations  for  the 
drawings.   We  conducted  an  application  review  of  the  computerized  draw- 
ing system  to  determine  if  system  and  program  controls  are  adequate  to 
meet  drawing  objectives  and  provide  data  security  for  drawing  informa- 
tion.  We  had  an  auditor  on  site  during  each  drawing  to  determine  if  the 
drawings  were  conducted  according  to  system  specifications. 

Our  review  was  directed  to  determine  system  weaknesses  but  not  to 
determine  the  extent  of  each  weakness.   Exceptions  cited  in  this  report 
may  not  reflect  the  total  number  of  errors  or  all  of  the  deficiencies  in 
the  license  drawing  system. 

In  September  1977  we  issued  a  report  concerning  the  operations  of 
the  Department  of  Administration's  computer  center.   In  that  report  we 
discuss  various  control  weaknesses,  many  of  which  affect  the  Department 
of  Fish  and  Game's  computer  operations. 

We  will  not  repeat  all  the  recommendations  contained  in  that  report 
which  affect  the  Department  of  Fish  and  Game's  activities  because  the 
responsibility  for  making  those  changes  rests  with  the  Department  of 
Administration.   However,  Department  of  Fish  and  Game  officials  should 
review  our  report  on  the  Department  of  Administration,  Data  Processing 
Facility,  and  assure  themselves  that  adequate  changes  have  been  made  to 
assure  the  safety  and  confidentiality  of  the  Department  of  Fish  and 
Game's  data  processing  records. 
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OVERVIEW  OF  LICENSE  DRAWING 
PROBLEMS  IN  1977 
Effect  on  Sportsmen 

During  our  audit.  Department  of  Fish  and  Game  officials  asked  this 
office  to  expand  our  license  drawing  review  to  perform  an  in-depth 
review  to  identify  system  errors  and  weaknesses  so  the  department  could 
initiate  corrective  action.   There  were  major  problems  in  the  1977 
drawings  because  the  Department  of  Fish  and  Game  did  not  adequately  plan 
or  control  the  drawing  process. 

Years'  preference  was  to  be  part  of  the  big  game  drawings  in  1978; 
however,  the  department  unknowingly  gave  preference  to  applicants  with 
five  or  more  years'  preference  for  moose,  sheep,  or  goat  in  1977. 
Department  officials  did  not  know  the  preference  portion  of  the  drawing 
system  was  in  effect  during  the  1977  drawings.   Because  the  department 
allowed  errors  in  years'  preference  to  remain  uncorrected  during  the 
1977  drawings,  those  applicants  having  recorded  years'  preference  equal 
to  or  greater  than  five  received  moose,  sheep,  and  goat  permits  before 
other  applicants  were  drawn.   Applicants  could  have  no  more  than  four 
years'  valid  preference  in  1977  because  the  preference  rule  applies  to 
1973  and  subsequent  years.   As  a  result,  134  (22  percent)  of  the  moose 
permits,  31  (31  percent)  of  the  sheep  permits,  and  13  (2  percent)  of  the 
goat  permits  issued  in  1977  were  issued  unfairly.   This  explains  why 
some  Montana  families  received  three  moose  permits. 

Because  the  department  has  not  established  adequate  controls  to 
prohibit  a  sportsman  from  applying  for,  and  receiving,  more  than  one 
permit  at  least  one  Montana  sportsman  received  two  antelope  permits  in 
1977. 
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We  found  that  17  sportsmen  who  applied  for  sheep  permits  were  not 
included  in  the  drawing  for  sheep  permits.   These  sportsmen  received 
refunds  and  notices  that  they  were  unsuccessful. 

Nonresident  sportsmen  have  an  unfair  advantage  over  resident  sports- 
men because  under  Montana's  law,  nonresidents  who  are  11  years  old  may 
apply  for  special  permits  if  they  will  be  12  years  old  by  September  15 
of  the  license  year,  while  resident  sportsmen  must  be  12  years  of  age 
when  they  apply. 

The  last  applicant  in  each  drawing  has  only  half  the  chance  of 
being  selected  as  does  each  other  applicant . 

The  department  notified  400  sportsmen  that  they  were  successful  for 
the  late  Madison  hunt  and  then  discovered  it  had  drawn  the  400  sportsmen 
from  the  wrong  hunting  district.   These  permits  were  subsequently  de- 
clared invalid  and  were  withdrawn.   This  error  created  a  hardship  on 
many  hunters  who  had  planned  vacations  and  had  made  reservations  for 
travel,  lodging,  and  guide  service  based  upon  the  department's  corres- 
pondence. 

Ten  moose  permits  were  not  issued  in  the  1977  drawing  because 
sportsmen  were  not  adequately  notified  that  District  361-05  had  been 
added  to  the  quotas.   The  department  received  no  applications  for  this 
district. 

Nonresident  landowners  are  eligible  to  apply  for  landowner  prefer- 
ence for  special  deer  and  antelope  drawings.   However,  the  nonresident's 
license  application  does  not  include  a  landowner  preference  option  or 
information  about  this  privilege. 
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Management  Problems 

Inadequate  planning  and  control  of  the  1977  special  license  draw- 
ings by  the  department  resulted  in  the  following  discrepancies: 
The  department  placed  Incomplete  parties  in  the  drawings. 

The  department  allowed  under  age  applicants  to  apply  and  build 
years'  preference. 

The  department  combined  applicants'  records  with  the  identical 
names  and  birthdates,  deleting  a  record  each  time  this  was  done. 

The  department's  drawing  system  combined  current  years'  information 
with  previous  years'  information  incorrectly  for  an  estimated  4,000 
applicants'  records.   This  resulted  in  over  1,900  errors  in  appli- 
cants' years'  preference. 

The  department  issued  at  least  one  permit  with  no  name  printed  on 
it. 

The  department  allowed  successful  drawing  applicants  to  return 
unused  tags  and  maintain  their  years'  preference. 

The  department  allowed  an  applicant  to  participate  successfully  in 
the  moose  drawing  even  though  he  had  received  a  moose  permit  within 
the  previous  7  years  and  had  not  returned  his  unused  permit. 
Although  the  department  did  not  issue  this  hunter  his  permit  or  a 
refund,  the  department  did  not  reissue  this  permit  to  another 
qualified  applicant. 

The  department  issued  more  than  one  refund  for  the  same  species  to 
at  least  19  applicants  during  the  1977  drawing. 

The  department  issued  refunds  of  the  nonrefundable  special  elk  and 
special  deer  application  fee. 

The  department  charged  465  nonresident  applicants  $3  for  the  $2 
turkey  tag  which  resulted  in  465  $1  refunds  to  those  applicants. 

The  department's  filing  and  storage  system  for  the  license  drawing 
system  was  such  that  the  department  was  unable  to  balance  applica- 
tions received  to  ones  processed  to  determine  if  all  eligible 
applicants  were  included  in  the  drawings. 

These  problems  indicate  poor  management  of  the  drawings.   No  one 

exercised  proper  planning  or  control  of  the  license  drawings. 
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Technical  Problems 

Our  review  revealed  certain  technical  deficiencies  in  the  licensing 
system  that  result  from  poor  coordination  between  the  Department  of  Fish 
and  Game  and  the  Information  Systems  Division  (ISD)  of  the  Department  of 
Administration. 

The  Department  of  Fish  and  Game,  Special  Licensing  Section,  does 
not  have  a  current  user's  manual  which  explains  the  requirements  of  the 
data  processing  programs  and  data  input.   As  a  result.  Special  Licensing 
Section  employees  do  not  have  access  to  the  necessary  information  to 
adequately  perform  the  data  input  control  and  error  correction  duties 
for  which  they  are  responsible. 

The  Information  Systems  Division  of  the  Department  of  Administra- 
tion does  not  maintain  adequate  system  and  program  documentation  to 
understand  the  specifications  and  functions  of  the  license  drawing 
systems  and  programs.   For  example,  this  type  of  documentation  should 
have  been  available  and  should  have  informed  both  the  Special  Licensing 
Section  and  the  Information  Systems  Division  of  the  Department  of  Admin- 
istration that  the  years'  preference  programming  was  erroneously  included 
in  the  1977  system. 

The  drawing  system  does  not  allow  all  necessary  changes  and  cor- 
rections to  be  made  through  normal  processing.   Including  corrections  in 
normal  processing  would  provide  documentation  of  all  such  changes  or 
corrections. 

The  drawing  system  does  not  effectively  combine  current  year  appli- 
cation information  with  that  of  the  prior  year  for  individual  applicants. 
This  deficiency  destroys  applicants'  drawing  success  history  and  years' 
preference. 
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The  drawing  system  will  not  accept  a  nonresident  antelope  applica- 
tion for  landowner  preference.   The  drawing  system  does  not  provide 
information  about  multiple  drawings  for  the  same  species. 

These  deficiencies  are  discussed  in  detail  along  with  additional 
system  deficiencies  on  pages  53-89  of  this  report. 
WRITTEN  PROCEDURES 

The  Special  Licensing  Section  has  not  established  a  procedures 
manual  or  written  documentation  for  the  procedures  used  in  the  process- 
ing of  the  big  game  drawing  system.   Procedures  include  those  necessary 
for  processing  applications,  correcting  application  errors,  reviewing 
edit  reports,  determining  landowner  and  years'  preference,  controlling 
refunds,  and  all  other  manual  processes  performed  by  the  section.   The 
Special  Licensing  Section  should  have  written  documentation,  including 
directions  for  handling,  evaluating,  processing,  or  controlling  docu- 
ments or  operations,  for  all  procedures  performed  by  the  section. 
Procedures  should  clearly  identify  job  responsibilities  and  describe 
each  processing  step  or  decision  in  the  handling  of  forms  or  documents. 
Written  procedures  are  necessary  to  provide  continuity  and  consistency 
of  work  performance.   This  is  especially  important  because  the  depart- 
ment employs  inexperienced,  temporary  help  during  peak  workload  condi- 
tions.  Clearly  written  instructions  are  essential  for  adequate  system 
control  and  performance  quality. 

The  Department  of  Administration,  Information  Systems  Division,  has 
not  provided  the  department  with  a  user's  manual  or  specifications 
manual  for  the  drawing  system.   A  user's  manual  is  a  document  designed 
to  instruct  and  guide  users  in  the  use  of  data  processing  systems.   A 
user's  manual  should  contain  statements  of  system  objectives,  system 
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specifications,  and  agency  or  department  requirements  for  the  operation 
of  the  system.   The  Special  Licensing  Section  cannot  monitor  processing 
and  computer  results  without  an  adequate  understanding  of  the  system  or 
its  requirements.   Information  Systems  Division  should  provide  a  well 
documented,  current  users  manual  with  each  data  processing  system. 

The  overall  lack  of  written  procedures  in  the  Special  Licensing 
Section  has  resulted  in  severe  problems  and  incorrect  processing  of  the 
big  game  applications.   These  weaknesses  in  the  drawing  system  are 
separately  addressed  in  the  following  sections  of  this  report. 
RECOMMENDATION 
We  recommend  that  the  department: 

2.        Establish  written  procedures  for  the  internal  processing 
of  applications  and  other  procedures  performed  by  the 
department's  Special  Licensing  Section, 
2.        Request  a  current   license  drawing  system  user's  manual 
from  the  Department  of  Administration,   Information 
Systems  Division. 
SYSTEM  AND  PROGRAM  DOCUMENTATION 

Program  documentation  includes  program  definitions,  specifications, 
flowcharts,  operating  procedures,  and  other  information  necessary  to 
understand  the  function  of  a  program. 

The  Information  Systems  Division  has  developed  standard  conventions 
for  computer  program  documentation.   However,  during  our  review  of  the 
Special  Licensing  Drawing  system,  we  found  system  and  program  documenta- 
tion to  be  incomplete  and  out-of-date.   Program  numbers,  report  numbers, 
and  file  numbers  were  missing  from  flowcharts.   Flowcharts  contained 
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obsolete  information  from  prior  years'  systems.   Documentation  did  not 
contain  all  program  definitions  for  the  system.   Existing  program  defi- 
nitions contained  information  inconsistent  with  system  flowcharts. 
System  specifications  for  the  Licensing  System  were  missing. 

The  use  of  standard  conventions  is  an  accepted  technique  for  assur- 
ing documentation  consistency.   Such  documentation  is  essential  for  a 
complete  understanding  of  any  data  processing  system.   Without  adequate 
documentation,  serious  processing  delays  and  errors  could  occur  if 
system  problems  develop. 

RECOMMEWATION 

We  veoorrmend  that  the  Be-pcu'tment  of  Admi-nistvat-ion,   Information 
Systems  Division  maintain  adequate,   up-to-date  systems  and 
programming  dooimentation. 
BATCH  BALANCING 

The  Special  Licensing  Section  has  not  established  balancing  pro- 
cedures for  species  counts,  cash  receipts,  or  application  batches  prior 
to  the  drawings. 

Applications  submitted  to  the  Special  Licensing  Section  are  batched 
together  in  groups  varying  in  size.   A  control  card  containing  a  unique 
"batch  number,"  total  number  of  applications,  total  applications  amount, 
and  species  counts  is  completed  by  the  Special  Licensing  Section  and 
attached  to  each  batch.   Batches  are  then  processed  into  the  system. 

The  Special  Licensing  Section  receives  a  batch  balance  report  from 
the  system  for  all  batches  processed,  including  the  number  of  applica- 
tions accepted  or  rejected,  application  dollar  amounts,  and  species 
counts.   Differences  between  the  batch  balance  report  and  the  batch 
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control  card  are  likely  to  occur  because  of:   1)  transfers,  2)  deletions, 
3)  keypunch  errors,  and  4)  errors  on  the  control  card.   During  the 
license  application  process,  the  Special  Licensing  Section  "deleted" 
invalid  or  incorrect  information  from  applications  to  allow  remaining 
information  to  be  processed  by  the  license  and  drawing  system.   Original 
batch  totals  were  changed  so  the  batches  would  balance  and  could  be 
processed.   Because  batch  totals  were  modified,  the  department  has  no 
assurance  all  deleted  information  was  corrected  and  reentered  into  the 
system.   To  properly  maintain  batch  integrity,  original  batch  totals 
should  not  be  changed. 

The  Special  Licensing  Section  balanced  application  batches  after 
the  drawings,  but  was  unable  to  balance  all  of  the  batches.   This  was 
due  to:   (1)  original  edit  reports  being  misplaced,  (2)  inaccurate 
records  of  transfers,  deletions  and  office  refunds,  (3)  applications  not 
on  the  master  file,  and  (4)  discrepancies  in  the  number  of  elk  or  deer 
applications  accepted  by  the  system  and  the  number  submitted  by  the 
Special  Licensing  Section.   Because  species  counts  did  not  balance  with 
cash  received,  Special  Licensing  personnel  cannot  be  assured  all  appli- 
cations got  into  the  drawings,  or  that  all  cash  was  received  and  recorded 
for  all  applications. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Establish  balancing  procedures  for  calculated  amounts, 
hatches y   cash  received,   and  species  counts. 

2.  Modify  the   license  and  draining  system  to  eliminate  the 
capability  of  changing  original  batch  totals. 
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3.        Balance   license  application  batches  prior  to  the  draw- 
ings. 
PARTY  APPLICATIONS 

The  department  accepts  party  applications  for  antelope  and  elk 
drawings.   During  1976  individuals  applying  as  a  party  were  required  to 
submit  their  applications  in  the  same  envelope.   This  made  it  easy  for 
the  department  to  identify  all  members  of  a  party,  assign  a  party  number, 
and  process  party  applications  on  a  timely  basis.   During  1977  the 
department  did  not  require  party  applications  to  be  submitted  together. 
This  resulted  in  processing  problems  with  party  applications.   The 
Special  Licensing  Section  had  to  hold  party  applications  until  all  party 
members'  applications  were  received  before  processing  the  party.   This 
created  a  time  consuming,  manual  task  of  matching  missing  members  to  the 
appropriate  party.   The  Special  Licensing  Section  was  unable  to  locate 
applications  for  all  applicants  for  some  of  the  party  applications. 
This  resulted  in  some  party  members  going  into  the  drawings  as  individual 
applicants. 

Application  instructions  did  not  clearly  state  each  member  of  a 
party  had  to  submit  an  application.   The  Special  Licensing  Section 
issued  an  antelope  permit  to  a  party  member  that  did  not  submit  an 
application.   Consequently,  the  department  exceeded  the  antelope  quota 
for  district  730-02. 

Each  antelope  and  elk  applicant  applying  as  a  party  must  apply  for 
the  same  party  district  choice.   The  system,  however,  did  not  validate 
elk  party  records  to  ensure  all  party  district  choices  were  in  the  same 
sequence  for  each  member  of  a  party.   Applicants  were  included  in  draw- 
ings for  areas  for  which  they  had  not  applied  and  were  not  in  drawings 
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for  areas  for  which  they  had  applied.   This  resulted  in  the  Special 
Licensing  Section  conducting  three  additional  elk  drawings  and  running 
numerous  "special  programs"  to  correct  the  license  and  drawing  files. 

BECOMMENDATION 

We  reaommend  that  the  department: 

1.  Establish  adequate  proaeditres  for  accepting  and  proc- 
essing party  applications. 

2.  Modify  the   license  and  drawing  system  to  properly  vali- 
date party  records  and  district  choices. 

ACCEPTANCE  OF  LATE  APPLICATIONS 

The  department  has  a  policy  of  allowing  applicants  to  correct  and 
return  applications  after  the  application  deadline.   This  policy  imposes 
an  arbitrary  second  deadline  which  allows  some  applicants,  but  not 
others,  to  correct  errors.   It  also  allows  applicants  to  apply  for 
species  which  they  had  not  applied  for  prior  to  the  deadline.   The 
department  should  set  guidelines  as  to  what  constitutes  a  complete 
application  and  should  accept  only  complete  applications  prior  to  or  on 
the  deadline.   There  is  basic  information  on  the  special  license  applica- 
tion which  is  necessary  to  process  an  application  into  the  license 
drawing  system.   The  department  may  consider  classifying  applications  as 
complete  if  they  contain  this  information. 

Special  Licensing  accepted  applications  with  a  postmark  later  than 
July  1,  1977,  because  a  reasonable  possibility  exists  that  the  Helena 
Post  Office  cancelled  July  1  applications  with  a  July  2  postmark.   Only 
the  Fish  and  Game  Commission  has  the  power  to  make  exceptions  to  its 
rules  and  regulations.   The  Special  Licensing  Section  should  obtain 
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commission  approval  prior  to  entering  late  postmarked  applications  into 
the  drawing  system  and  making  those  applicants  eligible  for  the  draw- 
ings. 

RECOMMENDATION 

We  vecorrmend  that  the  department  accept  only  completed  applications 
prior  to  or  on  the  deadline  date. 
EDIT  AND  UPDATE 

Prior  to  adding  or  updating  records  on  the  license  and  drawing 
file,  the  system  validates  input  records  for  missing  and  invalid  infor- 
mation. The  system,  however,  does  not  verify  that  all  information  is 
correct  or  that  it  complies  with  the  department's  laws  and  regulations. 
Age  Validation 

The  system  does  not  check  for  required  hunter  safety  certificate 
numbers.   Section  26-202. 1(2) (a) ,  R.C.M.  1947,  states  "No  hunting  licenses 
shall  be  issued  to  any  resident  person  under  the  age  of  18  years  unless 
he  presents  to  the  person  authorized  to  issue  such  license  a  certificate 
of  competency  as  provided  by  this  section."   The  section  provides  for  a 
course  of  instruction  in  the  safe  handling  of  firearms.   The  Special 
Licensing  Section  manually  reviews  each  application  for  a  valid  hunter 
safety  certificate  number  if  the  applicant  is  under  18.   Applications 
with  missing  hunter  safety  certificate  numbers,  which  are  not  detected 
by  the  Special  Licensing  Section,  have  been  put  on  the  license  and 
drawing  file.   Applicants  may  go  into  the  drawings  and,  if  successful, 
be  issued  a  permit. 

The  department  has  not  established  adequate  control  within  the 
Special  Licensing  Section  to  assure  compliance  with  age  requirements. 
The  Special  Licensing  Section  has  allowed  underage  applicants  onto  the 
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license  and  drawing  file  and  has  adopted  a  standard  policy  of  "dubbing" 
in  missing  birthdates  on  applications  during  the  1976  and  1977  hunting 
seasons.   Our  review  disclosed  592  records  with  a  1976  or  1977  date  in 
the  birthdate  portion  of  the  license  and  drawing  file.   Section  26.202.1(13) (a) 
R.C.M.  1947,  states:   "Any  applicant  who  is  12  years  of  age  or  older  and 
is  a  resident  as  defined  by  Section  26-202.3,  .  .  .  may  apply  for  a 
special  license.  ..."   The  system  does  not  validate  original  applica- 
tion birthdates  or  birthdate  corrections  made  by  the  Special  Licensing 
Section  for  underage  applicants.   Applicants  with  "dubbed"  birthdates 
went  into  the  drawings  and  if  successful  were  issued  permits.   The 
Special  Licensing  Section  has  no  assurance  these  applicants  were  not 
underage. 

RECOMMENDATION 

We  reoommend  that  the  department: 

1.  Include  hunter  safety  certificate  numbers  on  the   license 
and  drawing  file  and  perform  system  validation  checks 
based  on  birthdate. 

2.  Discontinue   "dubbing"  in  birthdates. 

3.  Modify   the   license  and  drawing  system  to  perform  a  va- 
lidity check  on  application  birthdates  and  corrected 
birthdates . 

Conservation  Numbers 

The  Special  Licensing  Section  has  allowed  applicants  with  missing 
conservation  numbers  to  be  added  to  the  license  and  drawing  file  and  has 
adopted  a  standard  policy  of  blanking  out  invalid  conservation  numbers. 
Sections  26-229  through  26-232,  R.C.M.  1947,  require  the  purchaser  of 
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any  hunting,  fishing,  or  trapping  license  to  present  a  valid  conserva- 
tion license  to  the  seller  before  being  allowed  to  purchase  said  license. 

The  system  will  accept  applications  without  conservation  numbers. 
Without  this  information  the  Special  Licensing  Section  cannot  be  assured 
all  applicants  have  purchased  the  prerequisite  conservation  license 
prior  to  the  drawings.   Accepting  applications  without  conservation 
numbers  allows  an  applicant  to  postpone  purchasing  a  conservation 
license  until  after  he  is  notified  he  has  been  successful  in  the  draw- 
ings. 

RECOMMENDATION 

We  recorrmend  that  the  depcoctment  modify   the   license  drawing  system 
to  reject  each  application  submitted  without  a  conservation 
license  nionber. 
Invalid  Permits 

The  department  has  not  established  adequate  controls  to  prevent 
sportsmen  from  applying  for,  and  receiving,  more  than  one  permit  for  the 
same  species.   Section  26-202.1(17),  R.C.M.  1947,  provides  in  effect 
that  only  one  license  of  any  type  shall  be  issued  to  any  one  person. 
The  Fish  and  Game  Commission  adopted  hunting  rules  and  regulations  which 
state:   "It  is  prohibited  to  submit  more  than  one  application  for  any 
game  license."   Our  review  disclosed  an  applicant  had  submitted  two 
applications  for  antelope  a  few  days  apart.   One  application  had  a  valid 
birthdate,  the  other  was  given  a  "dubbed"  birthdate.   Both  were  accepted 
into  the  system.   Birthdate  is  a  key  element  in  the  license  and  drawing 
system  because  it  is  used  in  conjunction  with  last  name  to  identify  and 
combine  applicants  with  more  than  one  record  on  file.   Because  the 
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Special  Licensing  Section  "dubbed"  an  invalid  birthdate  on  one  of  the 
person's  applications,  these  duplicate  records  were  not  combined.   Both 
records  went  into  the  drawings  and  both  were  successful.   The  Special 
Licensing  Section  issued  the  applicant  two  antelope  permits. 

RECOMMENDATION 

We  recornmend  that  the  department  modify   the  special  lioensing 

system  to  allow  only  one  application  per  species  into  the  drawings. 
EDIT  AND  ERROR  CORRECTION 

The  Special  Licensing  Section  receives  accepted  and  rejected  record 
listings  each  time  batches  of  records  are  processed  by  the  system. 
These  reports  provide  a  vehicle  for  correcting  error  documents  and 
getting  error  records  on  the  system. 

Control  and  Follow-up  of  Edit  and  Update  Reports 

The  Special  Licensing  Section  does  not  maintain  adequate  controls 
over  data  input  to  determine  if  all  error  records  are,  in  fact,  cor- 
rected and  input  to  the  system.   There  is  no  formal  filing  or  storage 
system  for  computer  generated  reports.   Reports  are  stored  in  unlabeled 
boxes  on  top  of  tables,  filing  cabinets,  and  in  various  files  in  the 
Special  Licensing  Section's  area.   This  has  resulted  in  original  reports 
being  misplaced  or  lost,  making  it  difficult  for  error  research  and 
balancing  input  application  batches. 

The  Special  Licensing  Section  has  not  established  procedures  to 
ensure  every  eligible  application  for  a  special  permit  went  into  the 
drawings.   Error  records  for  17  applicants  applying  for  a  sheep  permit 
were  corrected  by  the  Special  Licensing  Section  and  accepted  into  the 
system  the  day  after  the  sheep  drawings.   The  applicants  were  not 
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included  in  the  drawings.   They  did  not  have  an  opportunity  to  be 
selected  for  a  sheep  permit.   They  were  later  issued  a  refund. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Establish  an  adequate  filing  system  within  the  Special 
Licensing  Section  to  allow  for  error  research  and  an 
adequate  audit  trail. 

2.  Establish  follow-up  procedures  for  requested  drawing  file 
changes  and  corrections. 

System  Inflexibility 

The  system  does  not  allow  for  all  changes  or  corrections  to  be  made 
through  normal  processing.   As  a  result,  special  programs  or  utility 
programs  must  be  used  to  fix  or  patch-up  the  file.   The  purpose  and  use 
of  these  special  programs  have  not  been  documented.   Without  adequate 
control  over  the  license  and  drawing  file,  reliability  of  information  on 
the  file  is  lost. 

Normal  corrections  to  error  records  are  made  with  the  use  of  a 
correction  form.   Correction  information  is  by-passed  if  key  fields  on 
the  correction  form  are  left  blank.   As  a  result,  output  reports  im- 
properly reflect  the  correction  as  being  accepted,  when  actually  there 
was  no  change  to  the  license  and  drawing  file. 

RECOMMENDATION 

We  recommend  that  the  department  modify  the   license  and  drawing 
system  to  properly  reflect  correction  processing . 
Status  Indicators 

The  license  and  drawing  system  currently  places  status  indicators 
on  each  record  of  the  license  and  drawing  file  to  indicate  application 
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status,  drawing  status,  and  refund  status  for  each  species.   The  depart- 
ment has  not  established  adequate  use  and  control  over  these  status 
indicators. 

There  is  not  a  separate  code  in  the  system  for  "NSF"  (nonsuf f icient 
funds  or  no  account)  records.   When  a  check  is  returned  to  the  Special 
Licensing  Section  marked  "NSF"  a  correction  is  made  to  the  applicant's 
license  and  drawing  file  record  placing  an  "0"  (for  office  refund)  in 
the  status  section.   As  a  result,  the  Special  Licensing  Section  cannot 
identify  "office  refunds"  from  "NSF"  applicants  on  the  license  and 
drawing  file.   For  balancing  purposes,  and  to  assure  that  a  license 
and/or  refund  is  not  issued  to  "NSF"  applicants,  it  is  necessary  to 
maintain  a  separate,  unique  "NSF"  code  on  the  license  and  drawing  file. 

The  Special  Licensing  Section  has  not  established  written  proce- 
dures and  did  not  follow  management  policies  for  processing  "NSF"  appli- 
cations.  During  the  1977  hunting  season,  the  Special  Licensing  Section 
issued  an  "NSF"  applicant  permits  for  antelope,  moose,  and  sheep,  and  a 
$15  refund  for  being  unsuccessful  in  the  goat  drawing.   It  has  been  the 
Fish  and  Game  Commission's  policy  since  November  6,  1967  "...  That 
'NSF'  and  'no  account'  checks  be  returned  to  the  applicant  with  his 
application  and  the  applicant  be  informed  his  name  has  been  removed  from 
the  drawing." 

Under  the  present  license  and  drawing  system,  there  is  a  specific 
status  code  for  the  application  status  of  a  special  license  purchased 
over-the-counter  (code  "F") .   The  Special  Licensing  System  does  not  use 
the  available  code  for  unlimited  sheep  and  antelope  districts  sold  over- 
the-counter.   The  license  and  drawing  file  is  in  error  and  does  not 
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properly  distinguish  between  successful  applicants  in  the  drawings  and 
permits  purchased  over  the  counter  for  unlimited  districts. 

RECOMMEmATION 

We  reoommend  that  the  department: 

1.  Utilize  status  indicators   to  reflect  the  reason  for 
making  each  refund. 

2.  Comply  with  the  Fish  and  Game  Commission's  policy  on 
"NSF"  and  "no  account"  applications. 

On-line  Access 

The  license  and  drawing  system  does  not  provide  the  Special  Li- 
censing Section  adequate  online  access  to  drawing  file  information.   The 
Special  Licensing  Section  uses  the  online  system  for:   (1)  information 
purposes,  (2)  providing  up-to-date  and  historical  information  to  in- 
quiring sportsmen,  (3)  verifying  corrections  or  updates  were  made  to  the 
file,  and  (4)  error  research.   Access  to  the  file  is  made  through  the 
use  of  a  unique  file  number  assigned  to  each  applicant.   New  applicants 
who  are  not  on  the  license  and  drawing  file  are  assigned  a  file  number 
by  the  Special  Licensing  Section  when  an  application  for  a  special 
license  is  made. 

Prior  to  the  1977  hunting  season,  the  Special  Licensing  Section 
sent  applications  and  a  gummed  label  containing  the  applicant's  name, 
address  and  file  number  to  each  applicant  on  the  license  and  drawing 
file.   This  label,  when  attached  to  an  applicant's  application,  provided 
the  Special  Licensing  Section  with  the  necessary  file  number  for  proc- 
essing his  application.   If  the  sportsmen  did  not  use  the  label  and  the 
applicant's  file  number  was  not  otherwise  available,  the  Special  Li- 
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censing  Section  used  an  on-line  phonetic  search  (computer  search  based 
on  name)  to  find  the  applicant's  file  number.   Information  was  then 
displayed  on  a  cathode  ray  tube  (CRT) . 

Program  limitations,  however,  resulted  in  the  Special  Licensing 
Section  receiving  the  message  "criteria  too  broad"  and  the  search  end- 
ing.  The  Special  Licensing  Section  was  unable  to  obtain  necessary 
information  to  properly  process  applications  during  the  hunting  season. 
This  resulted  in  duplicate  records  for  an  individual  on  the  license  and 
drawing  file  because  the  Special  Licensing  Section  could  not  obtain  an 
applicant's  record  and  file  number. 

All  necessary  information  is  not  displayed  on  the  CRT.   For  example, 
applicant  status  for  unlimited  sheep  is  not  displayed.   Without  this 
information,  the  Special  Licensing  Section  cannot  be  assured  the  license 
and  drawing  file  has  been  properly  updated  for  unlimited  sheep. 

RECOMMENDATION 

We  Tecommend  that  the  department  modify   the  on-line  system  to 
provide  adequate  aaaess  and  to  display  alt  necessary  informa- 
tion to  properly  process  applications. 
LANDOWNER  PREFERENCE 

Landowner  preference  was  established  by  the  Department  of  Fish  and 
Game  in  1973.   An  individual  may  qualify  for  landowner  preference  for 
antelope  and  special  deer  if  he  owns  or  is  contracting  to  purchase  at 
least  160  acres  of  land  in  the  hunting  district  for  which  application  is 
made.   A  landowner  may  also  designate  his  landowner  preference  to  a 
member  of  his  immediate  family  or  employed  ranch  manager.   Our  review 
disclosed  weaknesses  in  the  folowing  areas:   (1)  when  an  applicant  has 
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applied  for  and  received  landowner  status  in  a  previous  year,  the 
landowner  status  is  not  removed  from  his  record;  (2)  if  an  applicant 
applies  the  following  year  using  the  label  provided  by  the  department, 
the  Special  Licensing  Section  does  not  check  to  see  if  he  is  still  a 
landowner;  (3)  no  check  is  made  for  assigned  preference  from  one  year  to 
the  next — as  a  result  landowners  have  assigned  more  than  one  preference 
in  the  same  district;  (4)  the  system  does  not  provide  a  listing  of 
successful  applicants  in  the  landowner  drawings — the  Special  Licensing 
Section  cannot  be  assured  all  successful  applicants  were  in  fact  land- 
owners; (5)  a  nonresident  landowner  is  eligible  to  apply  for  landowner 
preference  for  special  deer  and  antelope;  however,  the  nonresident's 
license  application  does  not  provide  a  section  for  landowner  preference; 
and  (6)  the  system  will  accept  applications  for  nonresident  special  deer 
landowner  preference  but  will  not  accept  applications  for  nonresident 
antelope  landowner  preference. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Establish  and  implement  adequate  control  procedures  to 
properly  identify  qualified  landowners  from  year  to  year. 

2.  Give   landowner  preference  only   to  qualified  applicants 
who  have  applied  for  preference. 

3.  Revise  the   license  application  to  provide  a  means  for 
nonresident   landowners   to  use   their  preference  privilege 
or  change  the  regulation  giving  preference. 

YEARS'  PREFERENCE 

Our  review  of  the  license  and  drawing  programs  disclosed  program 
errors  resulting  in  years'  preference  inconsistency  and  invalid  years' 
preference  data  on  the  license  and  drawing  file. 
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Special  permit  priorities  were  established  and  began  in  1973.   The 
department  records  the  number  of  consecutive  years  an  applicant  has 
unsuccessfully  applied  for  each  species.   In  1978  hunters  who  have 
applied  and  received  five  or  more  annual  consecutive  unsuccessful  notices, 
beginning  with  1973  for  the  same  species  (moose,  sheep,  or  goat),  will 
be  eligible  to  apply  for  priority  status  for  that  species.   These  appli- 
cants will  be  given  priority  over  applicants  with  one  to  four  years' 
preference. 

The  Special  Licensing  Section  has  not  established  adequate  pro- 
cedural or  balancing  controls  for  maintenance  of  years'  preference.   The 
system  does  not  maintain  control  totals  for  years'  perference.   Unauthor- 
ized changes  to  years'  preference  can  be  made  without  detection.   By 
using  control  totals  of  years'  preference  the  department  could  monitor 
and  detect  unauthorized  changes  to  preference. 

RECOMMENDATION 

We  recommend  that  the  department  implement  balancing  procedures 
for  years  '  preference . 
Update 

The  edit  and  update  program  calculates  years  preference  in  two 
ways:   (1)  for  a  new  applicant,  the  years'  preference  is  shown  as  "00" 
on  the  file  the  first  year  he  applies,  and  (2)  for  corrected  or  combined 
records  years'  preference  is  calculated  by  subtracting  the  year  first 
applied  from  year  last  applied  and  adding  one.   Individuals  may  have 
applied  in  the  same  year,  but  anyone  having  his  record  changed  received 
an  additional  year's  preference. 

The  year-end  maintenance  program  added  one  year's  preference  to 
moose,  sheep,  and  goat  applicants  who  applied  for  a  license  during  the 
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hunting  season  even  when  the  applicant  was  ineligible  for  the  drawings. 
The  license  drawing  system  allows  underage  applicants  to  build  and 
retain  years'  preference.   To  prevent  underage  applicants  from  accumu- 
lating invalid  years'  preference,  the  system  should  identify  all  under- 
aged  applicants'  records  and  refund  the  applicants'  drawing  fee. 

In  addition,  the  system  should  compare  the  number  of  an  applicant's 
years'  preference  to  the  possible  years'  preference  he  could  have  accum- 
ulated since  his  12th  birthday.   For  example,  a  13  year  old  applicant 
with  five  years'  preference  is  an  error. 

RECOMMENDATION 

¥e  recommend  that  the  department  modify  the   license  drawing  system 
to  properly  calculate  years  '  preference. 
Returned  Permits 

Successful  applicants  in  the  moose,  sheep,  or  goat  drawings  may  not 
apply  again  for  the  next  seven  years  unless  the  applicant  returns  his 
unused  license.   The  system  verifies  returned  licenses  but  does  not 
blank  out  the  "license  returned"  field  on  an  applicant's  record  if  he  is 
successful  in  the  drawing  again.   An  applicant,  who  once  returned  his 
license,  could  continue  to  apply  for  the  drawings  each  year,  even  if  he 
was  successful  every  year  or  had  killed  an  animal.   His  application 
would  not  be  rejected  because  his  file  would  indicate  he  had  returned 
his  permit  and  he  would  be  unfairly  building  his  years'  preference. 

The  year  an  applicant  returns  his  unused  license  is  not  maintained 
by  the  system.   When  an  applicant  returns  his  unused  license,  the  Special 
Licensing  Section  makes  a  note  of  it  on  his  application  and  returns  the 
unused  license  to  the  applicant.   An  individual  could  return  the  same 
unused  license  in  more  than  one  year. 
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The  system  does  not  properly  update  the  year  first  applied  and 
years'  preference  when  an  unused  license  is  returned.   If  an  applicant 
had  applied  for  moose,  sheep,  or  goat  since  1973,  was  successful  in  1976 
and  returned  his  unused  license  in  1977,  he  would  retain  his  years' 
preference  since  1973. 

The  Special  Licensing  Section  accepted  affidavits  or  unused  li- 
censes after  the  application  deadline,  allowing  ineligible  applicants  to 
go  into  the  drawings.   Prior  to  the  1977  drawings,  the  Special  Licensing 
Section  sent  affidavits  to  applicants  who  had  received  a  moose,  sheep, 
or  goat  license  in  a  previous  year  and  had  not  returned  their  unused 
license.   The  Special  Licensing  Section  then  updated  these  applicants' 
records  to  indicate  the  unused  licenses  had  been  returned  without  having 
received  all  of  the  affidavits  or  unused  licenses.   Section  26-202.2(2), 
R.C.M.  1947,  states  individuals  are  ineligible  to  apply  unless  they 
return  their  "Unused  special  license  to  the  department  before  or  at  the 
time  application  is  made."   Therefore,  Fish  and  Game  should  not  accept 
affidavits. 

Under  Section  12-2.6(1)-S650,  A.R.M. ,  years'  preference  is  estab- 
lished for  limited  areas  and  an  applicant  should  not  lose  preference  if 
he  were  issued  a  permit  in  an  unlimited  area  when  his  first  district 
choice  was  for  a  limited  area.   However,  when  the  first  choice  is  an 
unlimited  area  he  should  not  retain  his  years'  preference. 

Our  review  disclosed  the  following  program  weaknesses  for  applicant 
applying  for  unlimited  sheep  districts:   (1)  if  an  applicant  applies  for 
a  limited  and  unlimited  district  and  is  unsuccessful  in  the  limited 
area,  but  is  issued  an  unlimited  area  permit,  his  years'  preference  is 
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lost;  and  (2)  if  an  applicant  applies  for  an  unlimited  area  as  his  first 
district  choice,  he  retains  his  years'  preference. 

RECOMMENBATION 

We  recommend  that  the  department: 

1.  Modify   the   Uaense  drawing  system  to  blank  out  the   li- 
cense returned  field  of  an  applicant's  record  when  he  is 
successful. 

2.  Modify  the  license  drawing  system  to  update  first  year 
applied  and  the  years'  preference  for  those  applicants 
who  return  their  unused  licenses. 

3.  Comply  with  statutes  for  returned  license  eligibility, 
and  discontinue  accepting  affidavits  in  lieu  of  returned 
licenses. 

4.  Modify   the   license  drawing  system  to  update  years  '  pref- 
erence in  accordance  with  the  Fish  and  Game  Commission  's 
policies  and  regulations  relating   to  application  for 
unlimited  sheep  districts. 

RESIDENT— NONRESIDENT  AGE  REQUIREMENTS 

Current  legislation  discriminates  against  resident  sportsmen  apply- 
ing for  moose,  sheep,  and  goat  licenses.   Under  Section  26-202.1(12), 
R.C.M.  1947,  a  nonresident  may  apply  for  any  special  license  if  he  is  11 
years  old  and  will  be  12  years  old  prior  to  or  on  September  15  of  the 
current  hunting  season.   However,  under  Section  26-202.1(13),  R.C.M. 
1947,  a  resident  must  be  12  years  old  when  he  applies  for  a  moose, 
sheep,  or  goat  license. 

The  intent  of  the  law  Is  to  treat  resident  and  nonresident  sports- 
men equally  although  the  literal  wording  is  discriminating.   Legislation 
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should  be  proposed  to  establish  like  age  requirements  for  residents  and 
nonresidents. 

HECOMMENDATIOIJ 

We  recommend  that   legislation  he  enaated  amending  Section  26-202, 
R.C.M.    1947j    to  establish   like  age  requirements  for  residents  and 
nonresidents . 
MANAGEMENT  REPORTS 

The  license  and  drawing  system  does  not  produce  management  reports 
to  enable  the  department  to  adequately  assess  the  results  of  a  drawing. 
There  are  two  statistical  reports  issued  after  each  drawing.   These 
reports  are  too  complex  in  design,  difficult  to  interpret,  and  do  not 
contain  adequate  information.   Drawing  statistics  are  inflated  since 
each  drawing  is  combined  with  the  previous  species  drawings  on  the 
reports.   The  reports  do  not  contain  years'  preference  information  or  an 
indication  as  to  whether  drawing  quotas  were  exceeded.   In  certain 
instances,  the  statistical  reports  do  not  indicate  the  time  of  day  the 
drawing  was  held.   This  information  is  necessary  for  the  Special  Li- 
censing Section  to  maintain  reports  in  a  chronological  order  whenever 
multiple  drawings  are  conducted  on  the  same  day. 

The  department  should  have  meaningful  statistical  reports  to  enable 
department  management  personnel  to  interpret  the  reports  to  determine 
that  a  fair,  error-free  drawing  has  been  completed. 

RECOMMENDATION 

We  recommend  that  the  department  modify   the  drawing  system  to 
produce  meaningful  statistical  reports. 
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SYSTEM  DESIGN 

The  license  and  drawing  system  is  not  designed  to  maintain  an  audit 
trail  for  multiple  drawings.   If  there  are  licenses  (or  permits)  remain- 
ing unissued  after  initial  drawings,  the  Fish  and  Game  Commission  may 
authorize  additional  drawings.   The  license  system  does  not  distinguish 
licenses  or  refunds  issued  as  a  result  of  second  and  subsequent  drawings. 
To  properly  balance  total  applicants  with  the  total  amount  of  money 
received  and  refunded,  the  system  should  maintain  a  record  of  the  number 
of  times  an  applicant  has  applied  for  a  species  and  a  record  of  all 
refunds  or  licenses  issued. 

The  system  does  not  properly  process  two  applications  for  the  same 
species.   If  an  applicant  applies  for  a  limited  sheep  permit  and  is 
unsuccessful  in  the  drawing,  he  may  purchase  an  unlimited  over-the- 
counter  license  from  the  department.   The  system,  however,  will  not 
accept  his  second  application.   The  Special  Licensing  Section  must  use  a 
correction  form  to  enter  unlimited  sheep  permit  inforTtiation  on  the  file 
and  must  run  a  special  program  to  update  application  status  and  assigned 
district  relating  to  unlimited  sheep  licenses  purchased  over-the-counter. 
This  has  resulted  in  the  license  and  drawing  file  not  being  updated  on  a 
timely  basis  and  in  invalid  information  being  displayed  when  drawing 
information  is  retrieved. 

Manual  corrections  and  "special  programs"  increase  the  possibility 
of  entering  errors  into  the  system.   The  Special  Licensing  Section  has 
no  procedures  to  assure  all  over-the-counter  purchases  are  correctly 
entered  onto  the  license  and  drawing  file.   The  system  should  allow 
applications  for  over-the-counter  purchases  to  be  entered  onto  the  file 
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with  normal  application  processing.   The  system  should  maintain  an  audit 
trail  on  dual  applications  for  the  same  species. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Modify  the   license  and  drawing  system  to  -property  process 
and  maintain  adequate  audit  traits  on  muttipte  drawings. 

2.  Modify  the   license  and  drawing  system  to  accept  over-the- 
counter  license  sates  and  to  maintain  adequate  audit 
traits  relating  to  dual  applications. 

COMPUTER  SERVICES  DIVISION 
Forms  Control 

The  Computer  Services  Division  (CSD)  of  the  Department  of  Adminis- 
tration has  not  established  adequate  control  over  printed  computer 
output  to  allow  proper  distribution  or  assurance  that  output  will  not  be 
lost  or  misplaced.   On  August  31,  1977  over  24,000  special  antelope 
permits  were  left  unmarked  and  unattended  in  the  hallway  outside  a  room 
used  by  the  Computer  Services  Division.   The  permits  were  mistaken  for 
recycling  material  and  were  almost  taken  to  the  recycling  center.   The 
error  was  discovered  by  an  input/output  controller  who  was  leaving  the 
Computer  Services  Division  coffee  room  at  the  same  time  special  permits 
were  being  loaded  on  a  cart  with  other  refuse  material. 

Although  the  department  maintains  a  reserve  supply  of  50,000- 
100,000  permits,  the  loss  of  these  permits  would  have  resulted  in  costly 
computer  reruns,  and  permits  may  not  have  been  mailed  to  applicants 
until  after  hunting  season  had  opened. 
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RECOMMENDATION 

We  recommend  that  the  Department  of  Administration^   Computer  Services 
Division,    implement  adequate  controls   to  properly  safeguard 
computer  output. 
Restore  Procedures 

The  Computer  Services  Division  has  not  established  adequate  oper- 
ational procedures  to  ensure  the  department's  data  files  are  properly 
recreated  when  they  are  lost  or  destroyed.   When  a  file  is  destroyed  by 
program  error  or  computer  failure,  a  back-up  file  (previous  copy  of  the 
file)  is  used  to  restore  data.   All  computer  runs  that  were  made  after 
the  back-up  file  was  created  and  before  the  file  was  destroyed  are  rerun 
to  bring  the  file  up-to-date. 

During  the  1977  drawing  season,  the  license  and  drawing  file  was 
destroyed  and  was  not  properly  restored.   An  antelope  refund  program  was 
not  rerun  to  properly  bring  the  file  up-to-date.   If  a  normal  refund 
processing  had  been  conducted  prior  to  the  discovery  of  this  error,  all 
unsuccessful  antelope  applicants  from  the  second  antelope  drawing  may 
have  received  a  duplicate  refund.   CSD  should  maintain  a  chronological 
listing  of  computer  runs  made  against  the  license  and  drawing  files  to 
ensure  all  runs  are  processed  during  restore  procedures. 

RECOMMENDATION 

We  recommend  that  the  Department  of  Administration,    Computer  Services 
Division,   adhere  to  internal  control  procedures  to  assure  that 
lost  or  destroyed  data  files  will  he  properly  restored. 
RANDOM  DRAWING 

To  select  successful  applicants  in  the  license  and  drawing  system, 
the  Information  Systems  Division  uses  a  fortran  language  subroutine  to 
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generate  random  numbers.   Numbers  generated  by  a  computer  subroutine  are 
acutally  pseudo-random  numbers,  generated  by  an  arithmetic  process  to 
satisfy  the  needs  for  a  random  number.   There  are  several  types  of 
random  number  generators  on  the  computer  software  market.   The  one  used 
by  the  department  was  taken  from  an  IBM  Scientific  Subroutine  Manual. 
It  is  one  of  the  more  simple  routines  available  and  is  commonly  used. 
There  are  random  number  generators  available  which  produce  a  higher 
degree  of  randomness,  but  they  are  complex  and  are  costly  to  run. 

The  Department  of  Administration,  Information  Systems  Division's, 
review  of  the  drawing  programs  disclosed  a  rounding  problem  created  by 
the  department's  use  of  the  random  number  generator  in  the  selection  of 
successful  applicants  for  moose,  sheep,  goat,  special  deer,  antelope, 
and  elk.   Each  program  uses  the  random  number  generator  to  produce  a 
"random"  decimal  number.   A  rounded  integer  is  then  created  by  multi- 
plying the  decimal  output  of  the  subroutine  by  the  population  of  the 
drawing  district.   This  output  integer  is  then  used  as  an  index  to 
access  a  disk  file  containing  the  drawing  applicants.   Since  the  output 
from  the  subroutine  is  a  decimal  number  less  than  the  integer  1,  round- 
ing up  will  occur  on  the  last  number  of  a  given  population.   This  causes 
selection  bias  in  the  drawing  programs,  as  the  last  applicant  in  each 
drawing  has  only  half  the  chance  of  being  selected  as  does  each  other 
member  of  the  population.   This  bias  selection  affected  over  280  appli- 
cants in  the  1977  drawings. 

All  applicants  within  a  given  drawing  should  have  an  equal  chance 
of  being  selected,  based  on  established  drawing  regulations  and  restric- 
tions. 
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RECOMMENDATION 

We  recommend  that  the  department  modify   the  drawing  programs   to 
allow  each  applicant  an  equal  chance  of  selection. 
PERMIT  SELECTION 

Preference  drawings  (applicants  with  five  or  more  years'  preference 
for  moose,  sheep,  and  goat)  should  not  have  begun  until  the  1978  hunting 
season.   Based  on  verbal  communication  from  personnel  of  the  Information 
Systems  Division,  Department  of  Administration,  department  personnel 
assumed  the  drawing  system  would  not  give  years'  preference  in  the  1977 
drawings.   Written  documentation  does  not  exist  to  indicate  otherwise. 
Special  Licensing  Section  personnel,  therefore,  did  not  attempt  to 
correct  errors  in  years'  preference  until  after  the  drawings.   Appli- 
cants' records  erroneously  indicating  five  or  more  years'  preference 
improperly  received  preference  in  the  drawings.   This  resulted  in  15.2 
percent  of  combined  moose,  sheep,  and  goat  permits  issued  being  issued 
on  an  invalid  basis  and  a  significant  number  of  families,  particularly 
in  the  moose  drawing,  receiving  multiple  permits.   The  following  sta- 
tistics illustrate  the  overall  effect  invalid  years'  preference  had  on 
the  moose,  sheep,  and  goat  drawings. 

PERCENTAGE  OF  APPLICANTS  WHO  RECEIVED  PERMITS 
AS  A  RESULT  OF  INVALID  PREFERENCE 
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PERCENTAGE  OF  DISTRICTS  AFFECTED  BY  APPLICANTS 
RECEIVING  INVALID  YEARS'  PREFERENCE 


10O 


Number  of  Permits 

Issued 

Moose 

602 

Sheep 

98** 

Goat 

467 

TOTAL 

1,167 

Number  of  Permits  Issued 
on  an  Invalid  Basis 

134 

31 

13 

178 


*  Excluding  district  361-05  where  no  permits  were  issued. 
**  Excluding  unlimited  sheep  districts. 

The  department's  Special  Licensing  Section  personnel  and  Department 
of  Administration  personnel  should  have  a  complete  and  accurate  under- 
standing of  the  drawing  system.   Written  documentation  should  exist  to 
provide  detailed  processing  information  on  the  system,  and  management 
reports  should  reflect  the  results  of  processing  conducted. 

After  a  review  of  the  drawing  statistics,  which  indicated  an  appar- 
ent problem  in  the  drawings,  the  department  put  forth  a  significant 
effort  and  found  this  error  in  permit  selection. 
RECOMMENDATION 

We  recommend  that   the  department  work  with  the  Department  of  Admin- 
istration to  establish  procedures   to  ensure  that  drawings  are 
conducted  in  accordance  with  regulations. 
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COMMUNICATIONS 

The  successful  data  processing  system  depends  on  effective  communi- 
cation between  the  users  and  the  system's  design  personnel.   There  is  a 
general  lack  of  written  communication  between  the  department's  Special 
Licensing  Section  and  the  Department  of  Administration,  Information 
Systems  Division. 

Because  the  Special  Licensing  Section  made  verbal  requests  rather 
than  written  requests  of  the  Information  Systems  Division,  those  re- 
quests often  resulted  in  misunderstandings  and  data  processing  delays. 
The  Special  Licensing  Section  and  the  Information  Systems  Division  did 
not  adequately  inform  each  other  of  the  progress  and  status  of  the 
drawing  file  during  1977.   This  situation  resulted  in  an  attempt  to  draw 
moose,  sheep,  and  goat  permits  before  all  applicants  were  placed  on  the 
drawing  file. 

News  articles  improperly  faulted  the  computer  for  problems  which 
were  actually  created  by  programming  errors  and  bad  data  on  the  license 
and  drawing  file. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Submit  written  requests  for  work  to  he  -performed  by  the 
Information  Systems  Division,  Department  of  Administra- 
tion. 

2.  Maintain  a  file  of  correspondence  between  department 
personnel  and  Department  of  Administration  personnel 
concerning  the  drawing  system. 
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REVIEW  PROCEDURES 

The  department  has  not  established  adequate  procedures  for  review 
of  license  application  drafts,  hunting  maps,  and  commission  minutes 
following  the  commission's  meetings.   On  December  27,  1977,  Information 
Systems  Division  conducted  a  redraw  from  area  360  for  400  permits  for 
the  late  season  hunt  held  on  the  Madison  side  of  the  Gallatin.   An 
initial  drawing  for  this  area  had  been  held  in  August  197  7  from  area 
310.   The  intent  of  the  commission  had  been  to  hold  the  drawing  from 
area  360,  but  because  there  was  (and  is)  a  discrepancy  in  the  commis- 
sion's minutes,  the  permits  were  initially  drawn  from  and  sent  to  area 
310  applicants.   These  permits  were  later  declared  invalid  by  the  depart- 
ment. 

The  nonresident  license  application  contains  a  typographical  error. 
The  turkey  tag  is  shown  as  costing  $3,  when  it  actually  costs  $2.   As  a 
result  of  this  error,  the  Special  Licensing  Section  issued  465  $1  refunds 
to  individuals  remitting  $3  to  purchase  a  turkey  tag.   The  cost  of 
issuing  these  warrants  was  far  greater  than  the  actual  amount  of  the 
warrants  issued. 

Because  the  employee  normally  responsible  for  reviewing  drawing 
results  was  on  vacation  during  the  special  deer,  elk,  and  antelope 
drawings,  employees  not  familiar  with  the  system  were  called  upon  to 
review  and  approve  the  drawing  results.   They  could  not  perform  a  satis- 
factory review  since  no  written  procedures  or  criteria  exist  for  the 
review. 

RECOMMENDATIOfl 

We  veaommend  that  the  department: 
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1.  Prepare  written  guidelines  for  reviewing   the  results  of 
game  drawings. 

2.  Establish  procedures   to  properly  review  application 
drafts,    hunting  maps,   and  the  Fish  and  Game  Commission  's 
minutes   to  ensure  that  departmental  action  follows   the 
commission  's  intent. 

PUBLIC  NOTICE 

The  public  is  not  made  aware,  on  a  timely  basis,  of  changes  in  the 
tentative  quotas  established  by  the  Fish  and  Game  Commission,   Section 
26-104.3,  R.C.M.  1947,  grants  the  Fish  and  Game  Commission  power  and 
authority  to  establish  bag  limits  (quotas).   At  the  June  23,  1977  com- 
mission meeting  final  moose,  sheep,  and  goat  quotas  were  adopted  with  a 
few  changes,  one  of  the  changes  was  the  addition  of  10  antlered  bull 
moose  permits  in  District  361-05.   The  commission  adopted  the  quota 
change  at  a  date  which  was  too  late  to  provide  proper  notification  to 
the  public  prior  to  the  July  1  deadline  for  applications.   The  Special 
Licensing  Section  received  no  applications  for  district  361-05.   These 
permits  remain  unissued  at  the  end  of  the  drawings. 

RECOMMENDATION] 

We  recommend  that  the  department  establish  procedures   to  properly 
inform  the  public  of  special  permit  changes. 
LICENSE  AND  DRAWING  FILE  INFORMATION 

In  order  to  properly  process  applications,  the  license  and  drawing 
system  maintains  current  and  past  information  on  each  applicant.   This 
information  is  used  in:   (1)  printing  licenses;  (2)  reports;  (3)  deter- 
mining preference  for  antelope,  elk,  and  deer  drawings;  (4)  determining 
the  number  of  years  an  applicant  has  applied  for  moose,  sheep,  or  goat; 
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(5)  determining  if  an  applicant  has  purchased  the  necessary  prerequisite 
license(s);  (6)  determining  if  an  applicant  was  successful  in  a  prior 
year's  drawing  and  did  or  did  not  return  his  unused  license  (moose, 
sheep,  and  goat);  and  (7)  determining  if  an  applicant  has  received  a 
refund  or  is  eligible  for  a  refund. 
Missing  Data 

The  Department  of  Fish  and  Game  has  not  established  adequate  pro- 
cedures to  determine  if  the  information  on  the  license  and  drawing  file 
is  complete,  proper,  and  correct  prior  to  accepting  records  into  the 
drawings.   The  license  and  drawing  file  contains  an  undetermined  number 
of  applicants'  records  with  the  applicant's  name  missing.   Controls  in 
the  system  are  inadequate  to  assure  computer  printed  information  on 
licenses  is  correct  and  complete.   The  Special  Licensing  Section  printed 
and  issued  at  least  one  permit  with  "no  name"  to  an  individual  who  was 
successful  in  the  1977  drawings.   Section  26-217,  R.C.M.  1947,  provides 
in  effect  that  no  person  shall  be  allowed  to  transfer  a  license.   Infor- 
mation on  a  special  license  should  be  adequate  to  properly  identify  the 
licensee. 

RECOMMENDATIOI^ 

We  veoommend  that  the  department  establish  system  edits  to  prevent 
the  issuance  of  licenses  on  which  no  name  is  printed. 
Incomplete  Date  Capture 

There  is  no  provision  in  the  license  and  drawing  system  for  main- 
taining a  clear  audit  trail  when  certain  information  on  the  application 
is  incorrect.   Under  the  present  system,  when  an  applicant  submits  an 
application  containing  incomplete  or  incorrect  information,  the  Special 
Licensing  Section  attempts  to  contact  the  applicant  for  correction.   If 
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the  applicant  cannot  be  contacted,  the  application  for  the  particular 
hunt,  which  includes  the  error,  is  deleted  from  further  processing  and 
the  Special  Licensing  Section  issues  the  applicant  a  manually  processed 
refund.   The  license  and  drawing  file  is  not  updated  to  show  the  full 
remittance,  the  refund,  or  that  the  individual  applied  for  the  species. 
Although  certain  information  is  vital  and  must  be  present  to  enter 
application  records  onto  the  license  and  drawing  file,  information  which 
is  not  vital  and  is  incorrect  should  be  accepted  by  the  system.   The 
system  should  identify  errors  on  the  license  and  drawing  file  for 
correction  and  prevent  these  records  from  going  into  the  drawings  unless 
they  are  corrected.   This  would  allow  the  system  to  reflect  full  appli- 
cation remittance,  and  all  refunds  for  error  records  could  be  made 
through  normal  refund  processing.   This  would  also  correct  the  major 
problems  encountered  with  batch  balancing  referenced  earlier  in  this 
report  (see  page  49) . 

RECOmENDATION 

We  recommend  that  the  department  modify  the   license  and  drawing 
system  to  allow  aaceptanae  of  records  with  correct  vital  infor- 
mation and  flag  any  incorrect  nonvital  information  for  department 
follow-up  and  correction. 
Mini  Drawings 

In  the  1977  hunting  seasons  and  in  prior  years,  the  department  has 
periodically  held  mini  drawings  or  "damage  drawings"  for  special  season 
hunts.   Section  26-135,  R.C.M.  1947,  establishes  the  department's  author- 
ity to  set  special  seasons;  however,  there  are  no  established  procedures 
for  the  drawings  or  for  placing  the  successful  applicants  onto  the 

license  and  drawing  master  file. 
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Based  on  the  1977  seasonal  hunting  regulations,  persons  who  did  not 
hold  a  special  license  in  the  previous  license  year  were  to  receive 
preference  over  applicants  who  did  receive  a  license.   Under  these 
regulations,  any  individual  who  is  successful  in  the  special  season 
drawings  should  be  entered  as  successful  on  the  license  and  drawing 
file.   According  to  department  officials,  hunters'  success  ratios  are 
low  in  special  season  hunts.   Also,  department  officials  believe  that 
successful  applicants  are  doing  game  management  and  area  residents  a 
service  and  should  not  lose  their  drawing  preference  the  following  year. 
The  department  should  comply  with  established  regulations  or  change 
regulations  to  comply  with  their  policy. 

REC014MEmATI0N 

We  reooirmend  that  the  department  comply  with  established  regu- 
lations on  special  season  drawings  or  change  the  regulations 
to  comply  with  their  policy. 
Combined  Records 

The  department's  procedures  for  combining  duplicate  records  on  the 
license  and  drawing  file  were  inadequate.   To  record  an  applicant's 
years'  preference  and  to  ensure  that  an  applicant  did  not  apply  for  the 
same  species  more  than  once,  the  department  combined  multiple  records 
from  the  same  applicant  using  a  combined-duplicates  program. 

During  the  1977  season,  over  8,000  duplicate  records  were  combined. 
Errors  in  the  combined  duplicates  program  caused  an  estimated  4,000 
records  to  be  combined  improperly.   The  Special  Licensing  Section  lost 
the  ability  to  reference  prior  year  records  based  on  applicant  number 
when  old  application  records  were  combined  into  new  application  records. 
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Historical  information  was  lost  or  switched  around,  resulting  in  invalid 
years'  preference  information  on  over  1,900  records.   Twins  were  errone- 
ously combined  into  one  record  on  the  license  and  drawing  file.   This 
was  caused  by  the  applicants  having  the  same  last  name  and  birthdate. 
This  resulted  in  records  with  invalid  information  and  the  loss  of  appli- 
cant records  from  the  license  and  drawing  file. 

RECOMMENDATION 

We  veaommend  that  the  depccctment  estabtish  and  doawnent  procedures 
for  corribining  duplicate  records. 
Refund  Procedures  and  Policies 

The  department  has  not  established  written  procedures  and  policies 
on  license  and  drawing  system  refunds.   "Bad  memory"  refunds  are  issued 
to  applicants  who  are  ineligible  for  the  drawings  because  they  applied 
for  a  moose,  sheep,  or  goat  permit  during  the  current  year  but  had 
received  a  permit  within  the  past  seven  years  and  did  not  return  their 
unused  tag.   Bad  memory  applicants  detected  by  the  system  were  not  to  go 
into  the  drawings  and  were  to  be  issued  refunds.   Our  review  disclosed 
one  bad  memory  applicant  who  mistakenly  went  into  the  drawings  and  was 
successful;  however,  he  was  not  issued  a  permit  or  a  refund.   A  moose 
permit  remained  unissued  due  to  this  instance.   There  is  an  inconsistency 
in  the  system  since  other  bad  memory  applicants  received  refunds. 

The  1977  seasonal  hunting  regulations  state  ".  .  .No  applicants 
for  a  special  elk  license  (permit)  shall  be  entitled  to  any  refund 
regardless  of  success  or  failure  in  being  awarded  a  license  or  permit  in 
any  drawing.  ..."   The  resident  special  license  application  also 
states  special  deer  and  elk  license  fees  are  nonrefundable.   Our  review 
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disclosed  at  least  two  individuals  who  were  issued  refunds  by  the  Special 
Licensing  Section  for  special  deer  and  elk  applications. 

Unsuccessful  drawing  applicants  applying  for  special  elk  permits 
could  elect  to  receive  a  refund  for  their  elk  tags  by  including  the  elk 
tag  with  their  special  permit  application.   The  issuance  of  elk  tag 
refunds  is  not  part  of  the  licensing  system.   The  Special  Licensing 
Section  manually  recorded  elk  tags  received  and  manually  issued  refunds 
for  individuals  that  sent  in  their  elk  tags  with  their  special  permit 
applications.   Office  refund  records  are  incomplete,  and  the  Special 
Licensing  Section  cannot  balance  the  refunds  issued.   The  Special  Li- 
censing Section  should  organize  and  process  all  refunds  through  the 
license  and  drawing  system  to  facilitate  adequate  balancing  procedures. 

RECOMMmUATION 

We  recommend  that  the  department: 

1.  Establish  and  implement  procedures  relating  to  refunds  to 
ensure  compliance  with  regulations. 

2.  Expand  the   license  and  drawing  system  to  capture  elk  tag 
information  and  issue  refunds  through  the  system  for 
unsuccessful  elk  permit  applicants. 

REFUND  PROCESSING 
Refund  Status 

The  Special  Licensing  Section  has  not  established  an  adequate  audit 
trail  for  refunds.   Systems  refunds  are  issued  through  the  refund  proc- 
essing run  after  the  drawings.   The  status  section  of  each  species  on 
the  license  and  drawing  file  is  used  to  determine  if  a  refund  is  due  or 
has  been  issued.   Refunds  are  issued  to  individuals  with  a  status  of  "G" 
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(department's  request),  "B"  (bad  memory),  "U"  (unsuccessful  in  drawing), 
and  "X"  (applied  but  not  in  drawing) .   The  status  section  of  each  species 
containing  one  of  these  codes  is  changed  to  an  "R"  (refunded)  by  the 
refund  program.   The  system  does  not  retain  the  recorded  reason  for  each 
refund. 

The  Special  Licensing  Section,  through  the  use  of  a  correction 
form,  can  change  the  status  section  of  any  record  which  has  not  been 
refunded  to  a  "G"  (the  department  requests  a  refund  be  made  through  the 
system)  or  an  "O"  (the  department  has  issued  refund  on  a  manual  basis) . 
The  system  does  not  record  the  status  prior  to  the  change. 

In  order  to  balance  successful  applicants  and  refunds,  and  to 
determine  all  records  were  processed,  and  were  processed  only  once,  the 
Special  Licensing  Section  should  establish  separate  coding  to  properly 
identify  each  type  of  refund  on  the  license  and  drawing  file. 

RECOmmPATION 

We  veaommend  that  the  department  establish  additional  coding  to 
identify   the  reason  for  each  vefxmd. 
Refund  Control 

The  department  has  not  established  adequate  control  to  determine 
that  all  unsuccessful  or  ineligible  applicants  received  refunds  or  that 
the  applicants  received  the  correct  amounts. 

The  Special  Licensing  Section  issued  more  than  one  refund  for  the 
same  species  to  at  least  19  individuals  applying  for  antelope,  moose, 
sheep,  or  goat.   Refunds  consisted  of  either  two  manually  processed 
refunds,  two  computer  processed  refunds,  or  a  manually  processed  refund 
and  a  computer  processed  refund.   This  caused  an  imbalance  in  the  license 
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and  drawing  file.   The  Special  Licensing  Section  cannot  be  assured  other 
individuals  have  not  received  more  than  one  refund  for  the  same  species. 

The  license  and  drawing  file  is  not  updated  to  properly  reflect  all 
manually  processed  (office)  refunds.   Refunds  are  not  entered  onto  the 
license  and  drawing  file  unless  the  applicant  is  already  on  file.   A 
list  maintained  by  the  Special  Licensing  Section  for  office  refunds  is 
the  only  evidence  that  an  individual  had  applied  for  a  license  and  was 
issued  a  refund.   To  maintain  an  adequate  audit  trail  and  for  control 
purposes,  the  Special  Licensing  Section  should  record  all  refunds  on  the 
license  and  drawing  master  file. 

During  the  1977  drawings,  the  department  refunded  over  $760,000  to 
sportsmen.   The  department  should  consider  alternatives  to  taking  in 
species'  permit  money  and  then  refunding  it.   One  method  would  be  to 
charge  a  nonrefundable  application  fee  to  recover  drawing  costs  and  bill 
the  successful  drawing  applicants  for  the  permit  fees.   An  application 
fee,  rather  than  per  species  fee,  could  reduce  the  multiple  applications 
the  department  has  to  process.   This  method  would  be  cost  beneficial  for 
moose,  sheep,  and  goat  species,  but  not  for  the  antelope  because  of  the 
large  volume  of  successful  permits  issued. 

RECOMMENDATION 

We  veoommend  that  the  department: 

1.  Establish  controls  to  prevent  issuing  more  than  one 
refund  for  the  same  species. 

2.  Update   the   license  and  drawing  file  to  properly  reflect 
all  refunds. 

S.        Consider  alternatives  to  the  present  system  of  collecting 
species'  permit  money  and  then  refunding  it. 
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FINAL  COMMENTS 

We  have  reviewed  the  comments  and  recommendations  contained  in  this 
report  with  the  staff  members  of  the  Montana  Department  of  Fish  and  Game 
and  with  the  Director  of  the  Department  of  Administration  and  his 
staff.   The  full  texts  of  the  departments'  responses  to  this  report 
begin  on  page  97. 

We  wish  to  express  our  appreciation  to  the  Director  of  the  Depart- 
ment of  Fish  and  Game  and  to  the  Director  of  the  Department  of  Adminis- 
tration and  their  respective  staffs  for  cooperation  and  assistance 
during  this  audit. 
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FINANCIAL  STATEMENTS 
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AGENCY   REPLIES 


Bfic^OT'E; 


W^'^WA  .ISiI^H:®  ^(rjr:,^^llS-l 
Helena,  MT  59601 
July  27,  1978 


H*-'  ;hpvh  f  ; 


MIlN.'AiiJA  LLCi.Sl  Alivt   ",.. 


Morris  L.  Brusett,  Legislative  Auditor 
Office  of  the  Legislative  Auditor 
State  Capitol  Building 
Helena,  MT  59601 

Dear  Mr.  Brusett: 

We  have  reviewed  the  audit  report  and  recommendations  prepared 

by  the  Legislative  Auditor  for  the  fiscal  year  ending  June  30,  1977. 

Our  response  to  reconmiendations  is  attached. 

Sincerely, 


LEP/sg 
attachment 


lobert  F.    Waini 
Department  o 


ector      /I 
Game     L/ 
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Response  to  Report  on  Kxruiiination  of  Financial  Statements 

Department  of  Fish  and  Game 

Fiscal  Year  Bndcd  June  30,  1977 


A.  Recommendation: 

We  recommend  that  the  depai'tiiient  rccoixl  all  financial  activity  and 
balances  on  SB AS. 

B.  Agree. 

C.  Corrective  Action: 

Warehouse  inventory  was  recorded  on  SBAS  as  an  asset  in  FY  78. 
Also,  the  Game  Warden's  i^etirement  System  liability  was  booked 
on  SBAS  at  FY  78  year-end  as  an  adjustment. 

Fish  and  Game  in  cooneration  with  the  Department  of  Administration, 
has  established  a  special  cnntrol  account  in  SBAS  for  the  deposit 
of  cash  at  year-end. 

A.   Recommendation; 

We  recommend  that  the  department  centralize  tlie  accounts 
receivable  function  and  record  all  receivables  in  the  accounting 
records . 


Agree , 


C.   Corrective  Action. 

Implementation  of  this  recommendation  will  require  one 
additional  FTE  in  the  accounting  section  which  will  be 
extremely  difficult  to  obtain  under  the  Governor's  hiring 
freeze . 

A .   Recommend  at  ion : 

We  recommend  that  the  department: 

1.   Separate  the  mail  opening,  casliiering,  and  document 
approval  functions  for  cash  receipts. 
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A.  Rcroiiiinciidrit  ion    fC'ont  i  nucd ) 

2.  Rest  ?■  i  ct  i  vc  I  y    t'lKloi'sc    .ill    (.lifiks    .i-;    I  lir    mail     is    opi'iu-d. 

3.  Safeguard   all    cash    receipts    in    the    custody   o\'   the   cashier. 

B.  Agree. 

C.  Corrective  Action: 

1.  These  duties  will  be  separated  (sec  recommendation  5, 
item  1.) 

2.  (See  recommendation  5,  item  1). 

3.  Already  corrected.   Keys  to  the  vault  are  now  kept  only 

by  the  head  cashier,  chief  accountant,  and  during  the  license 
processing  period,  the  Special  Licensing  Supervisor.   These 
personnel  have  been  instructed  to  keep  keys  to  the  vault  in 
their  personal  possession  at  all  times. 

A.   Recommendation: 

We  recommend  that  the  department : 

1.  Separate  all  cash  items  from  license  applications  before 
those  applications  are  processed. 

2.  Investigate  the  use  of  a  validator  to  count  and  record  the 
dollar  amount  accompanying  applications. 


C.   Corrective  Action: 

Fish  and  Game  is  currently  exploring  several  types  of 
equijiment  that  could  be  utilized  in  197'.)  to  count  and  record 
the  dollar  amounts  accompanying  drawing  applications.   This 
would  allow  the  Department  to  separate  checks  and  casli  from 
drawing  applications  prior  to  processing.   This  equipment, 
however,  is  expensive. 

5.   A.   Recommendation: 

We  recommend  that  the  department : 

1.   Establish  a  centralized  mail  opening  function  to  separate 
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5.  A.   RecommendaticTi  (Continued"') 

1.  (continued")   cash  items  and  send  them  directly  to  the 
cashier. 

2.  Reqiiest  all  checks  be  mad(-  [livable  to  the  Montana 
Department  of   F'lsh  and  (^nnn-. 

7>.      Provide  an  audit  trail  n^'  ill  lol  lections  by  source 

of  funds  and  include  this  Jn.  uiiiiiitat  ion  with  collection 
report  s . 

R.   Agree. 

C.   Corrective  Action: 

1.  All  mail  v- i  1 1  be  opened  and  all  checl<.s  restrict ively 
endorsed  and  '^eat  d:  recti  v  to  the  cashier. 

2.  Wherever  nif-sible,  the  Dennrtmint  will  request  that 
cliecVs  be  made  payable  t:^  thi  ^lontana  Department  of  Fish 
and  Game.   Tri  addition,  the  attorney  and  land  agent  will 
be  advised  to  include  a  statement  on  all  contracts  that 
reimbursements  must  be  made  payable  to  the  Department 

of  Fish  arid  i'.ame  .-lad  sent  di.'octlv  to  the  cashier. 

3.  A  brief  explanation  will  be  provided  in  Fisii  and  Game 
backup  files. 

6.  A.   Recommendation: 

IVe  recommend  that  the  department  : 

1.  ^'ecord  gross  license  revenues  and  the  associated 
commission  expense. 

2.  Record  all  revenue  refunds  a   refunds  rather  than 
revenue  abatements. 

3.  Record  CETA  employees'  salaries  as  income  instead 
of  expenditure  abatements. 

4.  Require  regional  offices  to  remit  deposit  tickets 
and  remittance  advices  in  a  timely  manner. 
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6.  B.   Agree. 

C.   ('orrective  Action: 

License  agent  .  (  mniissions  >%  1  :  1  he  I'ccorJ'jJ  a^  a  nonbudgeted 
year-end  adjustment  in  FY  79. 

2.   Already  corrected.   This  procedure  has  been  implemented 
and  is  workin?'^  other  than  possible  clerical  error. 

?> .      Already  corrected.   This  jiractice  was  discontinued  in 
October,  1977. 

4.   Already  corrected.   See  attached  memo  to  Regional  Supervisors. 

7.  A.   Recommendation; 

We  recommend  that  the  department  a.-crue  revenue  in  accordance 
with  generally  accepted  accounting  [/linciples  and  apply  those 
piinciples  consistently. 

B.  disagree. 

C.  Corrective  Action; 

As  the  audit  report  noted,  the  AICPA  audit  guide  and  CAAFR 

conflict.   One  says  revenue  slioald  be  lecognized  at  the  time 

of  expenditure.   The  other  indicates  revenue  received  from 

otiuM  governmentai  agencies  should  !)<■  recognized.   The  Department 

of  Administration  indicates  accrual  of  revenue  is  optional 

for  state  agencies.   Fish  and  Game  would  appreciate  clarification 

of  Montana  Operations  Manual,  Section  2-0240.40  by  the  Department 

of  Administration  before  implementing  this  recommendation. 

8.  A.   Recommendation: 

We  recommend  that  the  department: 

1.  Accrue  only  those  purchase  orders  which  meet  accrual  guidelines. 

2.  Establish  purchase  orders  after  June  1,  only  when  the  goods  can  be 
received  and  consumed  by  fiscal  year-end. 

B.   Agree.  -101- 


8.  C.   Corrective  Act  ion: 

Already  corrccteil.   Volume  ot"  accrued  purchase  orders  was 
reduced  consi derah' v  in  FY  78  and  were  reviewed  to  meet 
accrual  guidelines. 

9.  A.   Recommendation: 

We  recommend  that  t  tie  department  discontinue  the  policy  of 
paying  moving  expenses  for  retiieu  personnel  or  seek  statutory 
authority  foi-  this  policy. 

li.   Apree. 

C.      Correctlv;-  Action: 

Fish  and  '.ame  will  reijuest  a  lejjal  opinion  from  our  attorney 
as  to  wlierher  Mie  past  Commission  policy  of  paying  the  moving 
expenses  of  ntirini,  employees  is  a  binding  contract  and,  based 
on  our  attorney's  opinion,  either  ri^vise  the  present  policy  or 
seek  statutory  authority,   if  necessary,  to  pay  such  expenses. 

10.  A.  RecomrnenJation : 

We  recommend  that  t!ie  department: 

1.  Retain  outside  legal  counsel  only  to  obtain  specific 
expertise  not  available  witliin  the  department's  staff. 

2.  Develop  expertise  m  its  legal  staff  to  meet  recurring 
departmental  needs. 

B.  \gree. 

C.  Corrective  Action: 

Fish  and  Game  has  been  attempting  to  comply  with  both  these 

recommendations  for  many  years.   For  this  department  a  retained 

law  firm  has  provided  experience,  general  legal  advice  and 

continuity  for  the  Fisii  and  Came  staff.   In  recent  years  this 

method  of  supplying  legal  needs  has  been  supplemented  by  staff 

counsel  and  other  retained  counsel  in  such  complex  legal  areas 

as  Indian  law,  land  matters,  and  litigation  at  the  U.S.  Supreme 

Court  level.   Expansion  of  the  department's  legal  needs  has 

increased  significantly  since  1974.   However  e.xpansion  of  the 

full  time  legal  staff  would  be  extremely  difficult  under  the 

present  hiring  freeze. 
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11.  A.   Recommendation: 

We  recommend  that  the  <iepa  rtmtMit  : 

1.  l^equire  each  employee  to  sulimit  i  separate  travel  expense 
voucher. 

2.  Establish  proper  field  review  procedures  for  all  travel 
claims. 

B.  Agree. 

C.  ("orrective   Action: 

1.  Already  corrected.   Montana  Outdoors  employees  no  longer 
submit  a  travel  voucher  by   one  employee  for  viileage  expenses 
For  several  employees. 

2.  Proper  field  review  procedures  r.)r  LraveJ  claims  has  been 
reemphasized  to  Fish  and  Game  fi^-ld  personnel 


A.  Re -ommendat ion  : 

We  recommend  that  the  department: 

1.  Establish  policies  and  procedures  to  ensure  all  field 
purchases  over  a  specified  ilollar  amount  arc  approved 
hy  supervisors. 

2.  Review  completed  [uirchase  ordei-  books  to  ensure  that 
purchases  are  ajiproved  l)y  supervisors. 

B.  Agree. 

C.  Corrective  Action: 

1.   Already  corrected. 

-•   Spot  checking  signatures  on  regional  purchase  orders, 

reviewing  completed  purchase  order  books,  and  maintaining 
an  authorized  signature  file  will  reonirp  ono_v.pif  additional 
FTE  in  the  Claims  Section.   Implementation  of  this  recommendation 
will  be  extremely  difficult  due  to  the  Governor's  hiring  freeze 
and  cost  benefit  is  somewhat  questionable. 
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13.   A.   Recommendation: 

Wc  recommend  that  the  department  review  all  project 
reimbursable  costs  before  projects  are  finalized  to 
ensure  that  all  costs  allowable  for  reimbursement  have 
been  submitted  to  the  U.  S.  Fish  and  Wildlife  Service. 

B.  Agree. 

C.  Corrective  Action: 

Already  corrected.   A  procedure  lias  been  implemented  for 
the  Chief  Accountant  to  review  all  U.  S.  Fish  and 
Wildlife  Service  contracts  before  final  billing  to 
ensure  all  allowable  costs  are  claimed. 

14.   A.   Recommendation: 

We  recommend  that  the  department: 

1.  Obtain  indirect  cost  negotiation  agreements  for  all 
federal  grant  programs. 

2.  Allocate  indirect  costs  per  indirect  cost  negotiation 
agreements  on  all  projects  to  record  total  costs 
associated  with  each  project. 

B.  Partially  Agree. 

C.  Corrective  Action: 

1.   Cost  negotiation  agreements  will  be  obtained.   However, 
allocation  of  indirect  costs,  in  some  cases,  simply 
reduces  the  total  dollars  available  for  direct  use  for 
fisheries,  wildlife,  or  parks  activities  in  the  field. 
In  these  cases,  minimal  indirect  cost  rates  or  no 
indirect  cost  rate  may  be  appropriate. 
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15.  A.   Recommendation: 

We  recommend  that  legislation  be  enacted  amending  Section 
26-123,  R.C.M.  1947,  to  allow  expenditures  from  all 
department  funds. 

B.  Agree. 

C.  Corrective  Action: 

Already  corrected.   Draft  legislation  has  been  prepared 
for  consideration  by  the  1979  Legislature. 

16.  A.   Recommendation: 

We  recommend  that  the  department: 

1.  Deliver  pre-payrolls  and  payroll  status  forms  directly  to 
the  Central  Payroll  Division  of  the  State  Auditor's 
Office  after  the  forms  are  approved. 

2.  Provide  for  distribution  of  payroll  warrants  by  someone 
other  than  the  payroll  supervisor. 

3.  Work  with  the  State  Auditor  to  develop  payroll  system 
modifications  to  provide  division  administrators 

and  regional  supervisors  with  a  listing  of  the 
payroll  transactions  charged  to  their  divisions  or 
regions. 

B.  Agree. 

C.  Corrective  Action: 

1.  Already  corrected.   Payroll  status  forms  and  pre-payrolls 
are  now  delivered  directly  to  central  payroll  by  an 
employee  other  than  a  payroll  clerk  or  the  payroll 
supervisor. 

2.  Already  corrected.   Since  March,  1978,  employees  other  than 
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16.  C.   Corrective  Action  (Continued) 

2.   (continued)   the  payroll  supervisor  have  distributed  and  mailed  warrants. 

7i .  I'Lsti  iind  (iamc  will  provide  listinj^s  of  payroll  transactions 
charged  to  regions  and  divisions  whenever  such  listings  are 
made  available  through  central  payroll  and/or  SBAS. 

17.  A.   Recommendation: 

We  recommend  that  the  department  provide  for  signing  of 

payroll  status  forms  by  employees  and  appropriate  administrators. 

B.  Partially  Agree. 

C.  Corrective  Action: 

The  payroll  status  form  is  not  designed  for  a  field  operation 
spread  across  the  State  of  Montana  like  Fish  and  Game.   The 
present  payroll  procedure  is  to  propose  hiring,  promotion, 
or  transfer  of  employees  with  an  internal  payroll  authorization 
Torm.   Many  payroll  authorization  forms  are  disapproved,  (i.e., 
lack  of  funding,  promotion  request  turned  down,  etc.).  If 
the  payroll  authorization  form  is  approved  by  Regional  Supervisors 
in  the  field  and  either  the  Deputy  Director  or  Associate  Director, 
a  payroll  status  form  is  prepared  in  Helena  by  the  payroll  section. 
It  would  be  extremely  cumbersome  to  send  the  payroll  status  form 
back  to  the  field  to  get  the  employees'  signature.   Fish  and  Game 
will  send  copies  of  payroll  status  forms  to  each  affected  employee. 

All  payroll  status  forms  are  now  approved  by  the  Bureau  Chief/ 
Accounting  and  Finance  or  an  accountant. 

18.  A.   Recommendation: 

We  recommend  that  the  department  require  that: 

1.  Time  records  be  completed  in  ink. 

2.  Supervisors  properly  review  and  approve  all  time  records. 

3.  The  payroll  supervisor  obtain  authorization  for  all 
adjustments  to  time  reports  and  document  the  authority 
for  all  adjustments. 
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IK.  W.      Ajitvc. 

C.   Corrective  Action: 

1.  Already  corrected.   All  employees  have  been  advised  to 
complete  timerolls  in  ink. 

2.  Already  corrected.   Fish  and  Game  implemented  a  biweekly 
timeroll  system  in  March,  1978.   Supervisors  review  and 
approve  timerolls  before  submission  to  Helena  if  at  all 
possible.   Volume  of  adjustments  to  payroll  has  reduced 
considerably.   In  addition,  project  coding  has  been  reduced 
from  about  1200  projects  to  about  300  projects  for  FY  79, 
making  payroll  coding  easier  with  fewer  human  errors  occuring. 

3.  Already  corrected.   The  payroll  supervisor  has  been  requested 
to  provide  documentation  for  tiF'e  renort  adjustments. 

19.  A.   Recommendation: 

We  recommend  that  the  department: 

1.  Require  employees  to  fill  out  request  for  leave  forms 
accurately  and  completely. 

2.  Allow  employees  to  take  compensatory  time  off  only 
when  they  have  compensatory  time  balances. 

B.  Agree. 

C.  Corrective  Action: 

1.  Already  corrected.   Proper  leave  of  absence  procedures 
have  been  emphasized  to  supervisors. 

2.  Already  corrected.   Employees  are  not  allowed  to  have 
negative  leave  balances. 

20.  A.   Recommendation: 

We  recommend  that  the  department : 

1.   Establish  and  maintain  general  ledger  control  over 
warehouse  inventory. 
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20.   A.   Recommendation  (Continued) 

2.   Reconcile  purchases  and  sales  per  WIS  with  SBAS. 

.3.   Produce  a  report  disclosing  all  adjustments  to  the 
warehouse  inventory. 

4.  Require  management  approval  for  warehouse  adjustments. 

5.  Segregate  the  duties  of  receiving  inventory  and 
authorizing  payments  for  purchases. 

6.  Have  nonwarehouse  personnel  conduct  the  annual  inventory. 

7.  Review  and  evaluate  the  effectiveness  and  need  for  the 
warehouse. 

B.  Agree  with  recommendations  1,2,3,4,5,  and  7.   Disagree  with 
recommendation  6. 

C.  Corrective  Action: 

1.  Warehouse  inventory  will  be  recorded  in  a  revolving 
fund  in  FY  79  and  properly  recorded  as  an  asset. 

2.  Reconciliations  per  WIS  with  SBAS  will  be  accomplished 
for  FY  78.   Implementation  of  recommendations  1  and  2 
will  require  retention  of  a  year-round  half  time  FTE  in 

the  vehicle/warehouse  inventory  section  which  may  be  extremely 
difficult  under  the  Governor's  hiring  freeze. 

3.  This  adjustment  report  will  be  produced  if  computer 
programming  budget  is  available. 

4.  Already  corrected.   Adjustments  are  reviewed  by  the 

Bureau  Chief/Accounting  and  Finance  and/or  the  Administrator/ 
Centralized  Services. 

5.  Already  corrected.   Payments  for  purchases  are  authorized 
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20.  C.        Corrective  Action  (continued) 

5.  (continue^)   in  the  claims  section  and  inventory  is  received 
and  verified  at   the  warehouse. 

6.  Disagree.   Having  warehouse  staff  conduct  the  annual  inventory 
is  the  only  practical  method  of  accomplishing  this  task.   For 

FY  78,  the  Bureau  Chief /Accounting  and  Finance  and  the  Administrator/ 
Centralized  Services  completed  after-the-fact  verification  of 
counts  on  a  spot  check  basis.   Fish  and  Game  views  these  procedures 
as  adequate  control. 

7.  Already  completed.   A  review  and  evaluation  of  the  warehouse  was 
completed  by  Galusha,  Higgins,  and  Galusha  in  July,  1978. 

21.  A.    Recommendation: 

We  recommend  that  the  department: 

1.  Account  for  vehicles  in  a  revolving  fund. 

2.  Adjust  depreciation  and  replacement  differential  charges 
to  allow  only  for  cost  recovery. 

3.  Consider  accounting  for  all  vehicles  in  the  vehicle  accounting 
system. 

4.  Review  vehicle  reports  for  mathematical  accuracy. 

5.  Develop  a  system  to  ensure  that  vehicle  reports  are  submitted 
on  a  timely  basis. 

B.  Agree. 

C.  Corrective  Action: 

1.  A  revolving  fund  will  be  established  for  FY  79. 

2.  The  vehicle  system  program  will  be  rewritten  for  1979  activities. 

3.  The  Department  has  considered  accounting  for  all  vehicles 
in  the  vehicle  accounting  system  and  rejected  the  idea. 
Special  use  vehicles  are  not  driven  very  many  miles  and  using 

a  mileage  charge  to  prorate  costs  to  projects  is  not  practical. 
Special  use  vehicles  are  usually  expensed  directly  to  projects. 
This  method,  in  Fish  and  Game's  view,  is  most  practical  and  accurate. 

4.  Already  corrected.   Adequate  implementation  of  recommendations 
1,2,4,  and  5  will  require  retention  of  a  year-round  half  time 
FTE  in  vehicle/warehouse  inventory  which  may  be  extremely 
difficult  under  the  Governor's  hiring  freeze.  (See  also  20. C. 2.) 
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21.  C.   Corrective  Action  (continued) 

5.   Already  corrected. 

22.  A.   Recommendation: 

We  recommend  that  the  department  recognize  Montana  Outdoors 
revenue  using  the  accrual  basis  of  accounting. 

B.  Agree. 

C.  Corrective  Action: 
Already  corrected  for  FY  78. 

23.  A.   Recommendation: 

We  recommend  that  the  department  disclose  "unearned  revenue" 
as  a  liability  in  the  financial  statements. 

B.  Agree. 

C.  Corrective  Action: 

SEAS  documents  designed  to  correct  this  item  were  prepared 
at  fiscal  year  end  in  FY  78  and  rejected  due  to  insufficient 
current  year  cash  basis  revenue  recorded.   In  FY  79  this  problem 
should  be  corrected. 

24.  A.   Recommendation: 

We  recommend  that  the  department  implement  procedures  to 
accurately  assess  billings  from  the  subscription  service. 

B.  Agree. 

C.  Corrective  Action: 

Already  corrected.  A  new  editor  for  Montana  Outdoors  was  hired 
in  May,  1978.   He  is  carefully  reviewing  subscription 
fulfillment  service  billings  for  correctness  and  ensuring 
they  are  in  accordance  with  the  subscription  fulfillment 
contract . 
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25.   A.   Recommendation: 

We  recommend  that  the  department: 

1.  Separate  the  duties  for  newsstand  sales  to  achieve 
strong  internal  control. 

2.  Maintain  detailed  records  for  each  newsstand  dealer. 

3.  Bill  newsstand  dealers  for  each  issue. 

4.  Only  allow  credit  for  unsold  issues  after  the  magazines 
are  returned. 

5.  Require  that  all  payments  be  made  to  the  department  cashier 
and  deposited  directly  with  the  state  treasury. 

B.  Agree  with  recommendations  1,2,4,  and  5.   Partially  agree 
with  recommendation  3. 

C.  Corrective  Action: 

1.  Already  corrected.   Since  November,  1977,  an  accountant 

in  Centralized  Services  has  performed  the  billing  function 

and  kept  the  accounting  records.   Sales  are  now  initiated 

by  the  Editor  at  Montana  Outdoors.   Duties  are  now  separated. 

2.  Already  corrected.  Detailed  records  of  magazines  consigned, 
numbers  returned,  and  amount  owed  have  been  maintained  since 
November,  1977. 

3.  Already  corrected.   Newsstands  are  billed  every  other  month, 
after  consignments  of  each  magazine  are  made.   Newsstands  are 
not  billed  for  each  issue  separately.   They  are  billed  for 
the  net  of  issues  consigned  less  returns. 

4.  Already  corrected.   Since  November,  1977,  credit  for  unsold 
magazines  is  given  only  when  covers  are  returned  to 

Fish  and  Game. 

5.  Already  corrected.   Since  November,  1977,  Fish  and  Game 

has  required  all  newsstand  account  payments  be  made  directly 
to  the  cashier. 
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26.  A.   Recommendation: 

We  recommend  that  the  department: 

1.  Reconcile  the  total  print  run  for  each  issue  to  magazine 
usage. 

2.  Require  proper  approval  for  promotion  and  other  free 
distributions . 

B.  Partially  agree  with  recommendation  1.   Agree  with  recommendation 
2, 

C.  Corrective  Action: 

1.  The  Editor/Montana  Outdoors  now  reconciles  each  print 
run  for  the  magazine.   However,  overages  or  shortages 
by  the  printer  in  each  box  of  magazines  makes  exact 
reconciliation  impossible.   Reconciliation  of  the  print 
run  will  be  accomplished  for  each  issue  for  the  purpose 
of  detecting  material  discrepancies  in  distribution. 

2.  Already  corrected.   Promotional  efforts  and  any  free 
distributions  are  now  reviewed. 

27.  A.   Recommendation: 

We  recommend  that  the  department  develop  a  complete  listing 
of  all  land  owned,  including  cost. 

B.  Agree. 

C.  Corrective  Action: 

Implementation  of  this  recommendation  by  the  accounting  department 
will  require  additional  staffing  which  may  be  extremely  difficult 
under  the  Governor's  hiring  freeze. 

28.  A.    Recommendation: 

We  recommend  that  the  department: 

1.   Develop  a  plan  to  fund  the  Game  Wardens'  Retirement 

System  on  a  sound  basis,  and  seek  Legislation  to  adequately 

fund  the  system. 
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28.  A.    Recommendation  (Continued) 

2.   Study  alternatives  to  the  current  retirement  system. 

B.  Agree. 

C.  Corrective  Action: 

1.  $160,000  in  budget  authority  will  be  requested  from  the 
1979  Legislature  for  the  next  biennium  to  stop  the 
growth  of  the  unfunded  pension  liability.   An  actuarial 
report  on  the  Game  Wardens'  Retirement  System  is  scheduled 
for  October,  1978,  and  actions  regarding  the  system  will 
be  taken  based  on  this  report. 

2,  Alternatives  to  the  Game  Wardens'  Retirement  System 

will  be  explored.  However,  it  is  important  to  compare  this 
retirement  system  with  other  law  enforcement  systems, 
such  as  the  Montana  Highway  Patrol  retirement  system 
and  Sheriff's  Retirement  System,  rather  than  PERS. 

29.  A.    Recommendation: 

We  recommend  that  the  department : 

1.  Establish  written  procedures  for  the  internal  processing 
of  applications  and  other  procedures  performed  by  the 
department's  Special  Licensing  Section. 

2.  Request  a  current  license  drawing  system  user's  manual 
from  the  Department  of  Administration,  Information 
Systems  Division. 

B.  Agree  with  recommendation  1.   Partially  agree  with  recommendation 
2. 

C.  Corrective  Action: 

1.  Already  corrected.   A  written  procedures  manual  was  completed 
for  the  1978  drawings.   This  manual  will  be  revised  and 
improved  for  the  1979  drawings. 

2.  Computer  software  support  for  the  drawing  system  is  scheduled 
to  transfer  from  the  Department  of  Administration,  Information 
Systems  Division,  to  Montana  Systems  Development,  a  private  contractor, 
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29.  C.    Corrective  Action  (Continued) 

2.   (continued)   in  October,  1978.   Montana  Svstems  Development 
revising  computer  programs  for  the  drawing  system  by  1980. 
A  user's  manual  will  be  requested  from  Montana  Systems  Development 
on  the  new  system. 

30.  A.    Recommendation: 

We  recommend  that  the  Department  of  Administration,  Information 
Systems  Division  maintain  adequate,  up-to-date  systems  and 
programming  documentation. 

B.    Department  of  Administration,  Information  System  Division  response 
required. 


31.  A.    Recommendation: 

We  recommend  that  the  department : 

1.  Establish  balancing  procedures  for  calculated  amounts, 
batches,  cash  received,  and  species  counts. 

2.  Modify  the  license  and  drawing  system  to  eliminate  the 
capability  of  changing  original  batch  totals. 

3.  Balance  license  application  batches  prior  to  drawings. 

B.  Agree. 

C.  Corrective  Action: 

1.  Already  corrected.   In  1978,  original  batch  totals  were 
not  modified  and  batch  integrity  was  maintained, 

2.  This  will  be  scheduled  for  inclusion  in  the  drawing 
rewrite  for  1980. 

3.  Already  corrected.   This  was  done  in  1978. 

32.  A.    Recommendation: 

We  recommend  that  the  department : 

1.  Establish  adequate  procedures  for  accepting  and  processing 
party  applications. 

2.  Modify  the  license  and  drawing  system  to  properly  validate 
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32.  A.    Recommendatio.-;  (Continued) 

2.  (continued)   party  records  and  district  choices. 

B.  Agree. 

C.  Corrective  Action: 

1.  Already  corrected.   The  1978  application  required  that  all 
party  applications  be  submitted  in  the  same  envelope. 
Processing  problems  did  not  occur  in  1978. 

2.  Already  corrected.   In  1978,  the  party  validity  program 
operated  properly  to  ensure  all  party  district  choices  were 
in  the  same  sequence  for  each  member  of  a  party. 

33.  A.    Recommendation: 

We  recommend  that  the  department  accept  only  completed  applications 
prior  to  or  on  the  deadline  date. 

B.  Partially  agree. 

C.  Corrective  Action: 

In  1978,  nearly  40%  of  the  nearly  75,000  drawing  applications 
arrived  at  Fish  and  Game  with  some  sort  of  error  on  the  form 
such  as  incorrect  hunting  district  and/or  season  type,  no 
signature,  improper  birthdate,  failure  to  send  money  with  the 
application,  omission  of  an  elk  or  deer  tag  number,  etc., 
prior  to  the  application  deadline.   As  a  service  to  hunters. 
Fish  and  Game  stamps  these  applications  as  they  are  received 
with  a  date  stamp  and  contacts  the  hunter,  either  by  mail  or 
through  a  toll-free  telephone  number,  and  requests  correction 
of  the  error. 

This  procedure  allows  hunters  with  errors  on  their  forms  a 
reasonable  chance  to  correct  them. 

It  is  not  possible  for  an  applicant  to  apply  for  additional 
species  through  this  error  correction  process.   The  dollar 
amount  would  have  to  be  altered  on  the  application  form 
and  this  would  be  detected  by  Fish  and  Game  upon  return 
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7>?<.    r.    (iorrective  Action  (Continued) 

of  the  form  to  Special  Licensing. 

However,  written  guidelines  for  what  constitutes  a  complete 
application  will  be  prepared  and  applications  not  meeting 
such  criteria  will  be  excluded  from  the  drawings. 

Although  the  auditors  agreed  the  letter  from  Helena 

post  office  was  adequate  justification  for  accepting 

July  1  applications  with  a  July  2  postmark,  the  Commission 

should  formally  approve  any  exceptions  to  the  application 

deadline.   If  any  such  exceptions  arise  in  the  future  years, 

the  Commission  will  be  advised.   No  such  exceptions  occured 

in  1978. 

34.  A.    Recommendation: 

We  recommend  that  the  department: 

1.  Include  hunter  safety  certificate  numbers  on  the  license 
and  drawing  file  and  perform  system  validation  checks 
based  on  birthdate. 

2.  Discontinue  "dubbing"  in  birthdates. 

3.  Modify  the  license  and  drawing  system  to  perform  a  validity 
check  on  application  birthdates  and  corrected  birthdates. 


Agree. 


C.   Corrective  Action: 

1.  Already  corrected.  This  was  implemented  in  1978. 

2.  Already  corrected.  This  practice  was  discontinued  in  1978. 

3.  Already  corrected.  This  modification  was  made  in  1978. 

35.  A.    Recommendation: 

We  recommend  that  the  department  modify  the  license  drawing  system 
to  reject  each  application  submitted  without  a  conservation  license 
number . 
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35.  C.    Corrective  Action: 

In  1978,  applications  without  valid  conservation  numbers  were 
rejected. 

.■^6.  A.    Recommendation: 

We  recommend  that  the  department  modify  the  special  licensing 
system  to  allow  only  one  application  per  species  into  the 
drawings. 


C.   Corrective  Action: 

Already  corrected.   This  problem  was  caused  by  the  practice 
of  dubbing  in  birthdates  which  was  discontinued  in  1978 
(see  35. C. 2). 

37.  A.    Recommendation: 

We  recommend  that  the  department : 

1.  Establish  an  adequate  filing  system  within  the  Special 
Licensing  Section  to  allow  for  error  research  and  an 
adequate  audit  trail. 

2.  Establish  follow-up  procedures  for  requested  drawing  file 
changes  and  corrections. 


C.    Corrective  Action: 

1.  Already  corrected.   An  adequate  filing  system  for  batches 
and  computer  reports  was  established  for  1978. 

2.  Already  corrected.   Balancing  batches  prior  to  the 
drawings  will  ensure  all  applications  go  into  the 
drawings.  (See  32. C. 3). 

38.  A.    Recommendation: 

We  recommend  that  the  department  modify  the  license  and  drawing 
system  to  properly  reflect  correction  processing. 

B .   Agree . 
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38.  C.    Corrective  Action: 

Special  programs  to  fix  up  or  patch  up  the  file  were  not 
used  in  1978.   Correction  processing  will  be  improved  with 
implementation  of  the  new  drawing  programs  in  1980. 

39.  A.    Recommendation: 

We  recommend  that  the  department : 

1.  Utilize  status  indicators  to  reflect  the  reason  for 
making  each  refund. 

2.  Comply  with  the  Fish  and  Game  Commission's  policy  on 
"NSF"  and  "no  account"  applications. 

B.  Agree. 

C.  Corrective  Action: 

1.  Already  corrected.   A  separate  status  indicator  for 
NSF  checks  was  established  in  1978. 

2.  Already  corrected.   In  1978,  applicants  with  NSF  checks 
were  eliminated  from  the  drawings. 

40  .  A.    Recommendation: 

We  recommend  that  the  department  modify  the  on-line 
system  to  provide  adequate  access  and  to  display  all 
necessary  information  to  properly  process  applications. 

B.  Agree. 

C.  Corrective  Action: 

Partially  corrected.   Fish  and  Game  will  continue  trying 
to  correctthe  technical  problem  of  "criteria  too  broad" 
error  messages  with  the  Department  of  Administration. 
A  new  application  status  for  unlimited  sheep  was  added 
to  the  on-line  system  in  1978. 

41.  A.    Recommendation: 

We  recommend  that  the  department : 

1.   Establish  and  implement  adequate  control  procedures  to 
properly  identify  qualified  landowners  from  year  to  year. 
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41.  A.   Recommendation  (Continued) 

2.  Give  landowner  preference  only  to  qualified  applicants 
who  have  applied  for  preference. 

3.  Revise  the  license  application  to  provide  a  means  for 
nonresident  landowners  to  use  their  preference  privilege 
or  change  the  regulation  giving  preference. 

B.  Agree  with  recommendations  1  and  2.   Partially  agree 
with  recommendation  3. 

C.  Corrective  Action: 

1  and  2.   In  both  1977  and  1978,  Fish  and  Game  verified  each 

landowner  preference  applicant  including  those  with  mailing 

labels,  with  the  local  county  assessor's  office's  across  the 

state.  A  listing  of  successful  landowners  is  unnecessary 

if  landowner  status  is  verified  prior  to  entry  into  the 

drawings. 

3.   A  means  for  nonresident  landowners  to  use  landowner 

preference  will  be  provided  but  not  necessarily  through 
revision  of  the  license  application.   A  change  in  the 
regulation  may  also  be  proposed  by  Fish  and  Game. 

42.  A.   Recommendation: 

We  recommend  that  the  department  implement  balancing  procedures 
for  years'  perference. 


C.   Corrective  Action: 

Already  corrected.   Preference  balancing  was  implemented 
in  1978. 

43.   A.   Recommendation: 

We  recommend  that  the  department  modify  the  license  drawing 
system  to  properly  calculate  year's  preference. 

B.  Agree. 
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43.  (Continued) 

C.  Corrective  Action: 

Already  corrected.   All  years'  preference  records  were  reverified 
in  1978  and  letters  sent  to  over  20,000  hunters.   Any  discrepancy 
between  Fish  and  Game  records  and  the  hunter  was  resolved  by 
proper  recordation  of  unsuccessful  notices  for  previous  years 
for  moose,  sheep,  or  goat.   In  1978,  the  license  drawing 
system  was  modified  with  a  preference  module  which  properly 
calculates  years'  preference. 

44.  A.   Recommendation: 

We  recommend  that  the  department : 

1.  Modify  the  license  drawing  system  to  blank  out  the  license 
returned  field  of  an  applicant's  record  when  he  is 
successful . 

2.  Modify  the  license  drawing  system  to  update  first 
year  applied  and  the  years'  preference  for  those 
applicants  who  return  their  unused  licenses. 

3.  Comply  with  statutes  for  returned  license  eligibility, 
and  discontinue  accepting  affidavits  in  lieu  of  returned 
licenses. 

4.  Modify  the  license  drawing  system  to  update  years'  preference 
in  accordance  with  Fish  and  Game  Commission's  policies  and 
regulations  relating  to  application  for  unlimited  sheep 
districts. 

B.  Agree. 

C.  Corrective  Action: 

1.  Already  corrected.   This  was  done  for  1978. 

2.  This  modification  will  be  made  in  the  license  drawing 
program  rewrite  scheduled  for  completion  in  1980. 

3.  This  will  be  implemented  in  1979. 

4.  Already  corrected.   The  preference  module  program  implemented 
in  1978  properly  updated  years'  preference  for  unlimited 
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44.  C.   Corrective  Action  (Continued) 

4.   (continued;   sheep  districts. 

45.  A.   Recommendation: 

We  recommend  that  legislation  be  enacted  amending  Section  26-202 
R.C.M.  1947,  to  establish  like  age  requirements  for  residents 
and  nonresidents. 

B.  Agree. 

C.  Corrective  Action: 

Such  legislation  will  be  presented  to  the  1979  Legislature 
for  consideration. 

46.  A.   Recommendation: 

We  recommend  that  the  department  modify  the  drawing  system  to 
produce  meaningful  statistical  reports. 


C.   Corrective  Action: 

Already  corrected.   Statistical  reports  were  modified  for  1978. 
Further  improvements  will  be  accomplished  in  the  license  drawing 
program  rewrite  scheduled  for  completion  in  1980. 

47.   A.   Recommendation: 

We  recommend  that  the  department: 

1.  Modify  the  license  and  drawing  system  to  properly  process 
and  maintain  adequate  audit  trails  on  multiple  drawings. 

2.  Modify  the  license  and  drawing  system  to  accept  over-the- 
counter  license  sales  and  to  maintain  adequate  audit  trails 
relating  to  dual  applications. 

B.  Agree. 

C.  Corrective  Action: 

These  items  will  be  scheduled  for  inclusion  in  the  license 
drawing  program  rewrite  scheduled  for  completion  in  1980. 
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48.  A.   Recommendation: 

We  recommend  that  the  Department  of  Administration,  Computer  Services 
Division,  implement  adequate  controls  to  properly  safeguard 
computer  output . 

Department  of  Administration,  Information  System  Division  response 
requi  red. 

49.  A.   Recommendation: 

We  recommend  that  the  Department  of  Administration,  Computer 
Services  Division,  adhere  to  internal  control  procedures  to  assure 
that  lost  or  destroyed  data  files  will  be  properly  restored. 

Department  of  Administration,  Information  System  Division  response 
required. 

50.  A.   Recommendation: 

We  recommend  that  the  department  modify  the  drawing  programs 
to  allow  each  applicant  an  equal  chance  of  selection. 

B.  Agree. 

C.  Corrective  Action: 

Already  corrected.   This  rounding  problem  associated  with  the 
random  number  generator  program  was  corrected  by  the  Department 
of  Administration,  Information  Systems  Division,  as  soon  as  it 
was  discovered. 

51.  A.   Recommendation: 

We  recommend  that  the  department  work  with  the  Department  of 
Administration  to  establish  procedures  to  ensure  that  drawings 
are  conducted  in  accordance  with  regulations. 

B.  Agree. 

C.  In  future  years,  better  documentation  of  processing  requirements, 
additional  processing  and  check-out  time,  plus  improved  statistical 
reports  can  prevent  such  errors  as  years'  preference  operating 
when  it  should  not  have. 
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52-   A.   Recommendation: 

We  recommend  taat  the  department : 

1.  Submit  written  requests  for  work  to  be  performed  by  the 
Information  Systems  Division,  Department  of  Administration. 

2.  Maintain  a  file  of  correspondence  between  department  personnel 
and  Department  of  Administration  personnel  concerning  the 
drawing  system. 

B.  Agree. 

C.  Corrective  Action: 

Already  corrected.   Numerous  written  requests  were  submitted 
by  Fish  and  Game  for  work  to  be  performed  by  the  Information 
Systems  Division  in  1978.   Almost  daily  discussions  occurred 
during  the  processing  period  from  late  May  to  late  July  in  1978 
regarding  the  progress  and  status  of  the  drawing  file.   A  thick 
file  of  written  correspondence  between  Fish  and  Game  and  the 
Information  Systems  Division  was  maintained  by  the  Administrator 
of  Centralized  Services  in  1978. 

53.   A.   Recommendation: 

We  recommend  that  the  department : 

1.  Prepare  written  guidelines  for  reviewing  the  results  of 
game  drawings . 

2.  Establish  procedures  to  properly  review  application  drafts, 
hunting  maps,  and  the  Fish  and  Game  Commission's  minutes 

to  ensure  that  departmental  action  follows  the  commission's 
intent. 

B.  Agree. 

C.  Corrective  Action: 

1.  This  will  be  accomplished  in  1979. 

2.  Already  completed.   Careful  review  of  Commission  minutes  by 
Wildlife  Division  personnel  will  prevent  reoccurence  of  the 
1977  Area  310/360  mixup.   Detailed  review  of  the  application 
form  for  1978  by  data  processing,  centralized  services, 
wildlife,  and  enforcement  personnel  occurred. 
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514.   A.   Recommendation: 

We  recommend  that  the  department  establish  procedures  to  properly 
inform  the  public  of  special  permit  changes. 

B.  Agree. 

C.  Corrective  Action: 

This  will  be  accomplished. 

55.  A.   Recommendation: 

We  recommend  that  the  department  establish  system  edits  to  prevent 
the  issuance  of  licenses  on  which  no  name  is  printed. 

B.  Agree. 

C.  Corrective  Action: 

This  computer  error  has  been  called  to  the  attention  of  the 
Information  Systems  Division.   Fish  and  Game  will  continue  to 
request  correction  of  this  error  from  either  ISD  or  Montana 
Systems  Development  until  successful  corrective  action  is 
completed. 

56.  A.   Recommendation: 

We  recommend  that  the  department  modify  the  license  and  drawing 
system  to  allow  acceptance  of  records  with  correct  vital  information 
and  flag  any  incorrect  nonvital  information  for  department 
follow-up  and  correction. 

B.  Agree. 

C.  Corrective  Action: 

Fish  and  Game  will  incorporate  this  recommendation  into  the 
license  drawing  program  rewrite  scheduled  for  completion  in  1980. 

57.  A.   Recommendation: 

We  recommend  that  the  department  comply  with  established  regulations 
on  special  season  drawings  or  change  the  regulations  to  comply 
with  their  policy. 


B.  Agree.  _^24- 


57.  (Continued) 

C.   Corrective  Action: 

Regulations  were  changed  for  the  1978  season. 

58.  A.   Recommendation: 

We  recommend  that  the  department  establish  and  document  procedures 
for  combining  duplicate  records. 


Agree. 


C.   Corrective  Action: 

List  duplicates  and  combined  duplicates  programs  were  rewritten 
in  1978  and  we 11 -documented.   Procedures  for  combining  records 
will  be  better  documented  in  1979. 

59.  A.   Recommendation: 

We  recommend  that  the  department : 

1.  Establish  and  implement  procedures  relating  to  refunds  to 
ensure  compliance  with  regulations. 

2.  Expand  the  license  and  drawing  system  to  capture  elk  tag 
information  and  issue  refunds  through  the  system  for 
unsuccessful  elk  permit  applicants. 

B.  Agree 

C.  Corrective  Action: 

Fish  and  Game  will  incorporate  this  recommendation  into  the 
license  drawing  program  rewrite  scheduled  for  completion  in  1980. 

60.  A.   Recommendation: 

We  recommend  that  the  department  establish  additional  coding  to 
identify  the  reason  for  each  refund. 

B.  Agree. 

C.  Corrective  Action: 

Fish  and  Game  will  incorporate  this  recommendation  into  the 
license  drawing  program  rewrite  scheduled  for  completion  in  1980. 
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61.   A.   Recommendation: 

We  recommend  that  the  department : 

1.  Establish  controls  to  prevent  issuing  more  than  one  refund 
for  the  same  species. 

2.  Update  the  license  and  drawing  file  to  properly  reflect 
all  refunds. 

3.  Consider  alternatives  to  the  present  system  of  collecting 
species'  permit  money  and  then  refunding  it. 

B.  Agree. 

C.  Corrective  Action: 

Manual  refund  procedures  will  be  more  closely  monitored  in 
1978.   Posting  of  manual  refunds  to  the  license  and  drawing  file 
will  be  incorporated  into  the  license  drawing  program  rewrite 
scheduled  for  completion  in  1980.   Legislation  will  be  presented 
for  consideration  by  the  1979  Legislature  to  charge  a  nonrefundable 
application  fee  (except  for  antelope)  to  recover  drawing  costs 
and  bill  successful  applicants  for  licenses  and/or  permits. 
This  will  eliminate  the  need  for  holding  hunters'  money  during 
the  two  month  application  processing  period  and  refunding  3/4 
million  dollars  each  year. 
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THOMAS   L.  JUDGE,   Governor 


DIUKCTOHS   OKKICK 

MITCHELL    BlILDINti 

HELENA.    MONTANA   .llMiOl 


July  31,  1978 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
State  Capitol 
Helena,  Montana   59601 

Dear  Morris: 


\/  ,H  J  J 


MnNrAl\A  LLCIoi'ulVt'  AUr^i 


The  Department  of  Administration's  response  to  specific 
fundings  and  recommendations  included  in  the  Montana  Department  of 
Fish  and  Game  Audit  report  follows: 

Written  Procedures,  Page  48. 

We  /incormznd  that  the,  de.paAtme.yit: 

2.     Re.que^ti>  a  cuAAe.nt  ticzn6z  dnxmlng  i,iji>teMi>  u^eji'^ 
manuaZ  {^fiom  the.  Ve.paAtme.wt  o{^  Admlyuj^tAaZion, 
Inlonmatyion  Sij&tem  Vi-vi^ton. 

Department  of  Administration  Response: 

We  concur.   Please  refer  to  the  response  to  the  page  seventy- two 
recommendation . 

Systems  and  Program  Documentation,  Page  49. 

We  Ae.comnzn.d  that  the.  Ve.paJitme.vit  o^  AdmitvUtAwtion,   Inlonma.- 
tion  SyiteM>  VtvAj>i.on  maintain  adequate,   up-to-date 
i>iji>te.mi>  and  pAogAammlng  docume.yitation. 

Department  of  Administration  Response : 

We  concur.   Please  refer  to  the  response  to  the  page  seventy -two 
recommendation . 

Forms  Control,  Page  69 

We  Ae.cormznd  that  the.  Ve.paAtme.nt  o^  kdmiwutAotlon,  ComputeA 
SeAvtceA  V-ivLiton,  ■impZeme.nt  ade.quate.  contAoti)  to  pAopeAZy 
i^aitgaoAd  computeA  output. 

Department  of  Administration  Response: 

We  concur.   The  physical  security  of  forms  will  be  improved 
when  we  move  into  the  new  Data  Processing  facility  this  fall. 
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Restore  Procedures,  Page  59. 

We  fLzaomfmnd  that  tkz  VtpaJitmznt  oi  AdmlyivbtAcution,   ComputoA 
S2AvtcQJ>  VtvAji-ion ,  adkoAH  to  tnteAnaZ  conttot  ]ofioctduA(U> 
to  ou>.6uAt  that  to6t  ofi  dutA.oijtd  data  {^U,^  i/)Wi  bt  pfio- 
p^jiZy  fiQMtofizd. 

Department  of  Administration  Response ; 

We  concur.   However,  the  recovery  and  backup  procedures  must 
be  established  and  documented  by  the  user. 

Permit  Selection,  Page  72. 

We  A.ecoinmend  that  thz  dtpoAtrndnt  Monk.  Mith  the,  VzpaAXmtnZ  o^ 
kdmlviUitnjoution  to  ojitabtush  pn.oce.duAZ6  to  eniuAe  that  dfuxw- 
tng6  oAt  condacttd  in  accondance  uxith  fie.gutation6. 

Department  of  Administration  Response; 

We  concur.   However,  because  of  the  importance  and  implication 
of  this  recommendation  I  have  quoted  a  portion  of  Troy  McGee's 
July  24,  1978,  memorandum  to  Jack  Grosser  on  the  subject.   "The  Informa- 
tion Systems  Division  has  had  standards  and  guidelines  for  developing 
automated  information  systems  for  some  time.   This  was  pointed  out  on 
Page  48  of  the  audit  report.   The  Special  License  Drawing  System  does 
not  reflect  the  normal  development  and  documentation  methods  of  the 
Information  Systems  Division  and  should  not  be  construed  as  a  representa- 
tive example  of  systems  developed  and  maintained  by  this  division.   The 
extenuating  circumstances  relating  to  the  evolution  of  the  system  and 
the  resultant  criticism  in  the  audit  report  follow. 

"The  audit  report  cites  poor  coordination  between  the  Informa- 
tion Systems  Division  (ISD)  and  the  Department  of  Fish  and  Game  (F  &  G) 
as  the  cause  of  certain  technical  deficiencies  in  the  Licensing  and 
Drawing  System.   Among  these  deficiencies  are  lack  of  issuance  of  a 
users  manual,  out-of-date  system  documentation,  and  certain  processing 
inabilities  that  stem  from  oversights  in  the  design  of  the  system.   These 
deficiencies  are  in  fact  all  contradictions  to  the  established  procedures 
followed  by  ISD  in  implementing  information  processing  systems.   In  an 
effort  to  determine  why  these  breaches  of  normal  convention  occurred, 
an  examination  was  made  of  the  two  sources  of  information  available , 
ISD  files  of  correspondence  between  ISD  and  F  &  G,  and  the  firsthand 
experience  of  a  senior  ISD  programmer  who  has  worked  on  the  drawings  since 
their  inception. 

"In  examining  written  correspondence  it  soon  becomes  apparent 
that  until  July  1977,  the  exchange  of  correspondence  was  minimal.   The 
correspondence  that  did  occur  reveals  two  patterns : 
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"1.   Since  1973,  most  requests  for  major  enhancements  to  the  license 

drawing  system  have  been  requested  of  ISD  with  less  than  six  months 
time  until  they  must  be  operational.   These  enhancements,  which  have 
occurred  every  year  up  until  1977,  have  included  the  following 
additions : 

A.  Party  hunts  for  Antelope 

B.  Party  hunts  for  Elk 

C.  Landowner  preference  for  Antelope 

D.  Landowner  preference  for  Special  Deer 

E.  An  entire  Regional  Deer  drawing 

F.  Preference  drawings  for  Moose,  Sheep  and  Goat 

G.  Creation  and  maintenance  of  the  License  and  Drawing 
(L  &  D)  Master  File. 

"The  time  constraints  thus  imposed  upon  the  Information 
Systems  Division  year  after  year  have  forced  ISD  to  operate  in  a 
reactionary  environment  which  is  contrary  to  its  liking  and  one  that 
is  in  fact  no  longer  acceptable  to  the  Division. 

"ISD  systems  analyst  Mr.  ...letter  to  Mr.  ...  of  F  &  G 
dated  December  24,  1975,  typifies  the  environment  ISD  has  worked 
in  with  regard  to  the  license  drawing  system.   This  letter  and  the 
ten  attached  cost  estimates  deal  with  the  implementation  of  the 
entire  drawing  system  as  it  appears  today.   In  the  letter,  Mr.  ... 
refers  to  the  'limited  amount  of  information  available'  and  states 
'Because  certain  hard  deadlines  are  drawing  near  we  have  been 
forced  to  proceed  with  the  systems  analysis,  design,  estimating 
and  documentation  without  firm  specifications.'   Mr.  ...further 
states  'Because  of  impending  deadlines  the  project  must  be  under- 
taken on  a  near  crash  basis. '   These  two  statements  precisely 
characterize  the  environment  of  limited  time  frames  to  accommodate 
substantial  requirements  that  ISD  has  found  itself  in. 

"2.   A  second  realization  gained  from  the  written  correspondence  is  that 
in  cases  where  enhancements  were  identified  well  in  advance,  F  &  G 
delayed  in  signing  and  returning  cost  estimates  (which)  sic  resulted 
in  reversion  to  a  'crash'  mode  of  operation.   Again  referencing 
Mr,  ...letter  of  December  24,  1975,  he  states  that  the  ten  attached 
estimates  must  be  returned  by  January  9,  1976,  if  ISD  is  to  have 
a  chance  of  meeting  deadlines.   In  a  second  letter  to  Mr.  ...dated 
February  17,  1976,  Mr.  ...states  that  ISD  has  yet  to  receive  any 
of  the  signed  cost  estimates.   Finally  on  February  23,  1976,  forty- 
five  days  after  they  were  needed  the  estimates  were  signed. 

"This  correspondence  illustrates  not  an  isolated  incident 
but  rather  the  continuing  nature  of  the  relationship  between  ISD  and  Fish 
and  Game.   In  spite  of  these  constraints  ISD  has  implemented  more  enhance- 
ments of  a  major  nature  to  the  license  drawing  system  than  it  has  to  any 
other  system  that  ISD  maintains.   The  fact  that  little  written 
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"correspondence  exists  can  be  attributed  to  a  lack  of  formal  direction 
from  Fish  and  Game,  and  the  unaf fordability  of  the  delays  inherent  in 
written  communication,  if  deadlines  were  to  be  met.   The  fact  that  needed 
changes  have  been  implemented  within  the  years  requested  reflects  the 
magnitude  of  the  effort  the  Information  Systems  Division  has  made  to 
meet  the  needs  of  its'  customers.   It  is  unfortunate  that  this  effort  on 
Fish  and  Games'  behalf  has  exposed  ISD  to  some  of  the  criticisms  which 
appear  in  this  report. 

"The  audit  report  accurately  states  that  the  Information  Systems 
Division  has  developed  standcird  conventions  for  information  system  documen- 
tation.  The  report  goes  on  to  state  that  ISD  should  have  furnished  a  users 
manual  and  specifications  manual  to  the  Department  of  Fish  and  Game.   The 
documentation  standards  of  ISD  have  never  included  issuance  of  a  specifi- 
cations manual  to  its  customers.   Copies  of  such  a  manual  are  issued  to 
the  responsible  I/O  Controller  and  retained  by  ISD.   ISD  standards  regarding 
users  manuals  are  that  they  be  issued  to  the  customer  at  the  time  the 
system  is  implemented.   In  the  years  1973  through  1975,  user  manuals  were 
in  fact  written  and  issued  to  F  &  G.   Copies  of  some  of  these  remain 
among  ISO's  documentation  files.   The  critically  absent  users  manual  is 
then  the  version  that  should  have  been  issued  at  drawing  time  in  1976. 
Again  referencing  Mr.  ...letter  and  the  ten  cost  estimates  for  the  current 
license  drawing  system  it  was  found  that  2,345  hours  of  system  design  and 
programming  were  needed  to  implement  the  system.   This  amounts  to  fifty- 
eight  weeks  of  work,  yet  the  signed  estimates  were  not  received  until 
twenty  weeks  prior  to  the  drawing.   ISD  personnel  were  literally  coding 
programs  up  until  the  time  of  the  drawings.   The  265  estimated  hours  for 
documentation  of  the  system  then  became  impossible  to  attain  prior  to  the 
drawings.   Why  this  necessary  documentation  wasn't  done  immediately  after 
the  drawings  cannot  be  answered.   The  two  ISD  personnel  responsible  for 
implementing  the  License  and  Drawing  System  and  thus  also  responsible  for 
the  system  documentation,  Mr.... and  Mr....,  are  no  longer  employed  by  ISD." 

As  noted  above,  it  is  clear  that  the  lack  of  time  to  properly 
communicate,  test  and  docxunent  the  computer  programs  is  the  real  cause 
of  our  problems.   Recently,  we  have  made  some  major  changes  in  our 
Information  Systems  Division's  procedures  to  help  eliminate  some  of  the 
problems  noted  in  the  audit  report.   Information  recently  received  from 
various  users  indicates  our  efforts  are  beginning  to  payoff. 

We  appreciate  your  work  and  thank  you  for  giving  us  an  opportunity 
to  respond  to  your  recommendations . 

Sincerely, 


Doyle  B.  Saxby   '-^ 
Deputy  Director 


DBS:dr 
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